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Wou have to hand it to William. Without 


doubt, Domesday Book was a *‘ knockout”’ and duly 
brought in the royalties, which, of course, was its main 
purpose. But the possibilities of error and the oppor- 
tunities for chicanery it contained, doubtless caused its 
royal author many a headache; for in those days few 


could count beyond their fingers. 


Between then and now many people have 
learned to handle figures until, too often, our counting 
houses have become an incubus. It is to eliminate 
unnecessary work and reduce accounting to reasonable 
proportions consistent with detailed accuracy that the 


Hollerith punched-card method has been developed. 


William the Conqueror died 850 years too soon. 


Hollerith would have made child’s play of his Survey. 


“HOLLERITH® 


THE BRITISH TABULATING 


MACHINE COMPANY LIMITED 


17 Park Lane - London - W.1 
(Phone: REGent 8155) 

Branches at Birmingham, Manchester, Glasgow, Leeds, Liverpool, 

eae Sheffield, Nottingham, Bristol, Coventry, 


Wolverhampton and Belfast. "OVERSEAS at Bombay, Calcutta 
Delhi, Karachi, Rangoon, Colombo, Hong Kong, Sydney, Melbourne, 
Wellington, Cairo, Johannesburg, Nairobi, Bulawayo and Dublin. 


L53E 


a 
All volumes of text now published 


SIMON’S 


INCOME TAX 


Editor in Chief 
The Rt. Hon. Viscount Simon 
G.C.S.I., G.C.V.0., D.C.L., LL.D. 


Editorial Board 
Sir Roland Burrows, k.c, 
Cyril King, x.c. H. B. Magnus, Barrister-at-Law 
Brian Manning, F.c.A. Michael Moore, F.c.a, 
James S. Heaton, a.s.A.A. 


This is the most comprehensive and authorita- 
tive work on income-tax law and practice ever 
to have been published. 

The work consists of four volumes of text and 
an Index, kept up to date by a Service. Full 
details may be obtained on application to the 
publishers. 


BUTTERWORTH & CO. (Publishers) LTD, 
BELL YARD :: TEMPLE BAR :: LONDON,W.C.2 


Arbitration 


Arbitration plays an important part in the 
professional activities of Chartered, Incor- 
porated and Certified Accountants. 

The Institute of Arbitrators was formed in 
1915 for the purpose of providing an organisa- 
tion which specialised in the knowledge of 
the Law and Procedure therein, as well as to 
further the settlement of disputes by this 
means. 

Membership is open to members of specified 
Professional Bodies among which the Institute 
of Chartered Accountants, the Society of 
Incorporated Accountants and Auditors, and 
the Association of Certified & Corporate 
Accountants are included; and Chartered 
Accountants, Incorporated Accountants and 
Certified Accountants are eligible for the 
Institute Panel for Professional Arbitration. 


Particulars may be obtained from the Secretary, 


The Institute of Arbitrators 
(Incorporated) 
10 Norfolk Street, W.C.2 
Examinations are held in May and November 


Taxation 
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Professional Notes 


Budget Prospects 


THE PORTENTS DO NOT SUGGEST THAT THE CHANCELLOR WILL HAVE LARGE TAX 
reductions to announce on April 6, Budget day. While the revenue will probably 
continue to be buoyant, expenditure in the next financial year will be heavier, 
and only a departure from his policy of budgeting for a surplus, and thus relieving 
the inflationary pressure, would give Sir Stafford enough in hand for really 
important tax reductions. The Economic Survey, discussed in our Editorial, 
indicates that no such departure is in mind. It seems more likely that there will 
be adjustments here and there, mainly in a downward direction, but conceding 
in total only a moderate amount to the harassed taxpayer. 


The Purchase Tax Problem Again 


Among the adjustments, it is to be expected that purchase tax will take its 
place. Certainly, most business people have for some time past been expecting 
that the tax would be reduced on a range of articles. And the possibility has had 
a depressive effect on trade and industry. 

Retailers have been anxious not to increase their stocks, in case of losses 
through their inability to recoup reductions of tax passed on to purchasers. In 
the past we have ourselves published suggestions whereby this depressive influence 
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might be avoided by the introduction 
of a scheme for the recovery of tax 
reductions by retailers (see, for ex- 
ample, Accountancy for December, 
1947, page 273). So far, however, no 
such scheme has commended itself to 
the Chancellor of the Exchequer. 

During March the National Chamber 
of Trade submitted to the Treasury a 
memorandum on the problem. The 
Chamber pointed out that it is not 
practicable for retailers in general 
to claim, in respect of tax paid on 
stocks at pre-Budget rates, a sum 
representing the amount by which the 
cost of the stocks to them would have 
been reduced, had the lower rate of 
tax been in force at the time. A large 
army of Customs and Excise officials 
would be necessary to verify all the 
declarations of stocks held at the time 
of the tax reductions. A straight- 
forward arrangement of this kind, 
involving a stock declaration and test, 
is, however, suggested by the Chamber 
for those types of goods (for example, 
motor cars, refrigerators and radio 
sets) easily identifiable by individual 
serial numbers. 

The alternative suggested by the 
Chamber is that relief should be based 
not directly on the stock held by the 
retailer at the material date, but 
indirectly upon the amount of the 
purchases made during a given period 
prior to the Budget. Either the relief 
might be based on the total of the 
retail purchases made during the stated 
period, for example, two months, or 
alternatively it might be based on a 
given proportion of the retail pur- 
chases made over a longer period, such 
as twelve months. 

Where the relief was granted to 
the retailer, he would be required 
by law to pass on the relief auto- 
matically to the purchaser. 

Whatever method was adopted, the 
retailer would be entitled to a cash 
sum. He would make a claim for this 
sum against the supplier. The supplier 
on receipt of the claim would be 
required to verify the particulars and 
to credit the claimant with the cash 
sum. Effect could be given to the 
claim by cancelling up to that amount 
any purchase tax which he had already 
charged to the retailer but had not yet 
collected from him, If these can- 
cellations were insufficient then the 
balance could be satisfied by a cash 
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payment made by the supplier. For 
this purpose the supplier would be 
entitled to make use of any purchase 
tax funds already accumulated by 
him but not yet paid over to the 
Customs, and if these were insufficient, 
he would be entitled to receive the 
balance from the Customs. 

The scheme now put forward by the 
Chamber of Trade is the same as that 
published by us in December, 1947, 
referred to above. If purchase tax is 
to remain with us but, as is likely, 
will tend downwards from now on, 
some such scheme is necessary to 
avoid pre-Budget declines in the retail 
trade and the manufacturing industries 
which supply it. 


Purchase Tax on ‘ Sale or 
Return ’’ Transactions 
Another suggestion put forward for 
meeting the purchase tax problem dis- 
cussed in the preceding note, is that 
retailers might obtain their supplies 
on “sale or return” terms. The idea 
is that they would then not become 
liable to the tax until they had legally 
bought the goods, which would be 
after the Budget. This suggestion has 
apparently prompted a notice from the 
Customs and Excise, circulated during 

March, that : 
liability to purchase tax arises under the 
law when the property in the goods 
passes to the retailer. This will normally 
happen when, for example, the retailer 
re-sells the goods, or decides for other 
reasons to buy them outright, or, failing 
that, on the expiry of any agreed time 
limit. 
The particular goods concerned need 
not, however, be sold by the retailer 
until after the Budget and none of the 
other specified events need happen 
until then, so that the suggestion 
appears to be a practicable one. 

The Customs and Excise notice goes 
on to remind registered traders that 
where they supply goods on “ sale or 
return ”’ terms, they are responsible for 
accounting for the tax due at the rate 
in force when the property in the goods 
passes to the retailer, and for the 
accuracy of their periodical tax returns. 
It then points out that the responsi- 
bility rests on registered traders to 
obtain the necessary information from 
their retailers, and continues : 

they will be well advised in their own 

interests to require returns at suitable 

periods of the quantities of goods re- 
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sold or in which the property has other- 
wise passed to the retailer, based where 
necessary on actual stocktaking of the 
goods concerned. To be effective for the 
purpose such returns should as a mini- 
mum requirement be made up to the last 
day of each quarter and also to the time 
of any change in the rate of tax. But 
registered suppliers may deem it wise to 
obtain more frequent returns, as may be 
appropriate, in order to give them full 
and up-to-date information as to the tax 
_ position of the goods. 


The Institute and Prospectuses 


The Institute of Chartered Accountants 
has issued the thirteenth set of its 
accounting principles. These latest 
recommendations have their raison 
d’éire in the tightening-up under the 
Companies Act, 1948, of accountants’ 
duties in regard to prospectuses, offers 
of sale and similar statements. They 
deal with depreciation and taxation 
allowances on assets re-valued for the 
purposes of these documents, where the 
change in the required allowances on 
the revised capital values would 
materially affect the trend of profits. 
The recommendations suggest that 
where the amount of depreciation in 
the years under review is material, it 
should be disclosed. Where the basis 
of its computation has been changed, 
the effect on the disclosed profits, if 
material, should be stated. Other 
recommendations state that where taxa- 
tion allowances differ widely from the 
corresponding charges in the accounts, 
attention should be drawn to that fact. 
Further, the effect on earnings of a 
divergence of this kind should be dis- 
closed for the last year of the period 
under review. If the taxation allow- 
ances are substantially greater than the 
amounts charged, “it is a matter for 
consideration ”’ whether the allowances 
should be substituted for the deprecia- 
tion actually charged, in arriving at the 
profit or loss. If assets are written-up 
or re-valued for future accounts or if 
they have been acquired for a figure in 
excess of that on which allowances are 
available for tax purposes, the neces- 
sary future depreciation charges may 
be greater than the tax allowances 
granted hitherto: the Institute recom- 
mends that the accountant should 
indicate the extent of the excess for the 
year immediately subsequent to that 
covered by the report. Further, he 
should state the gross amount required 


out of profits to meet t!.:: difference 
after tax. 

A further recommenda’ ‘on js that 
where fixed assets are re-v.:'ued in the 
books, ‘‘ it is not normally “/ppropriate 
or practicable, in a report dealing 
with a period during whic!: there haye 
been material changes in vice levels 
to make consequential adj.stments jp 
the depreciation provisions for pag 
years.” However, the report should 
give approximately the future pro. 
visions computed on the re-valuation 
and compare them with the actual. 
provision in the report for the last year 
covered. 

Where the directors have used 
special re-valuation of assets to show 
the assets cover, only book values 
should appear in the reports. Account- 
ants should ascertain from directors 
that the estimates of future distribut. 
able profits have allowed for all 
reserves necessary to maintain the 
quoted cover for assets, or should 
indicate the extent to which this factor 
has been taken into account. Similar 
points are made (a) where a holding 
company has acquired a subsidiary 
the cost of whose shares is materially 
above the book value of the assets and 
where fixed assets predominate, and 
(6) where the prospectus valuation of 
the subsidiary’s fixed assets is materially 
above their book value. 

Too often in the past the investor has 
been an easy prey. These recom- 
mendations, strengthening as they do 
the provisions of the new company law, 
are to be welcomed. 


Insolvency Matters 

We regret that a printer’s error caused 
two lines to be printed incorrectly in the 
Professional Note under this heading in 
our last issue (page 55). Since the sense 
of the note was destroyed by this error, 
we reproduce it below, as it should 
have read : 

The Council of the Society of Incorporated 
Accountants has considered the activities of 
accountants connected with trade protec- 
tion societies and trade associations in 
relation to insolvency matters. 

The Council desires to stress the fact that 
the holding by a member of the Society of 
any office or employment in a trade protec- 
tion society or trade association does not of 
itself create the relationship of accountant 
and client as between that member and any 
member of such trade protection society or 
trade association. 

The soliciting of business in insolvency 
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matters by 2ny member whether or not 
qych member is connected with a trade 

tection society or trade association may, 
a 8 complaint being made, involve 
disciplinary action. 

Accountants’ Certificates for 

Solicitors 

A recent issue of the Law Society’s 
Gazette rerninds solicitors liable (under 
Section 1 of the Solicitors Act, 1941, 
and the Accountants’ Certificate Rules, 
1946) to deliver to the Registrar of 
Solicitors 2n accountants’ certificate, 
that it must be produced by November 
15, in each year. To facilitate the work 
of the Law Society as Registrar, solici- 
tors were requested to ask their 
accountants to supply the necessary 
certificates as soon as possible after the 


accounting year. 


Centralised Accounting on 
*Change ? 

A series of articles in the current issue 
of The Banker survey the future of the 
Stock Exchanges. One article proposes 
a scheme for partially centralising all 
the accounts of stock brokers and 
jobbers in London. Conceived when 
the danger of the “‘ House” being 
bombed threatened an excursus to 
Denham, the scheme is now revived as 
helping to solve the problem of high 
costs. All brokers would provide copies 
of their contract notes ; thereafter not 
only the whole of the book-keeping, 
but the handling of stock and transfers, 
the tracing of transactions necessary to 
put the final buyer in touch with the 
original seller, the “‘ splits” involved, 
and the handling of dividends and 
“rights,” would all be done centrally. 

There can be no doubt that the scheme 
would effect a substantial saving and 
that something of the kind will have 
to be introduced before so very long 
ifthe trend towards a larger proportion 
of small bargains persists. Most of the 
details of the scheme appear prac- 
ticable, especially with modern 
mechanised methods. But there are 
some features which might require 
amendment. In particular, it ap- 
parently involves direct correspondence 
between the central organisation and 
brokers’ clients and this would cer- 
tainly be resented by both, at least 
until the new system had become 
familiar. 

Nevertheless, it is difficult to see 
why the broker should tolerate the 


burden of making all the calculations 
which he has to make to-day. Why 
not let him hand particulars of all 
bargains done, including commission 
to be charged, to the marking-board 
clerks and leave the whole business of 
calculation and checking to the central 
office ? The details could no doubt be 
adjusted, however, if the general idea 
of centralisation were thought worth 
while. Now that accounting machines 
are in rather better supply, the pro- 
cedure might be gradually to transfer 
to a central office all those functions, 
short of full central book-keeping, 
which can be readily transferred, while 
preparing for the consideration of the 
Council of the Exchange a more far- 
reaching scheme which would take 
account of all susceptibilities. 


Standardised Accounting in 
Germany 

The Board of Trade has just pub- 
lished a brief summary of the report of 
an allied investigator on the German 
standardised accounting system, to- 
gether with a list in German and 
English of the titles of books and 
documents collected by him. In 
addition to general descriptions of the 
standardised accounting systems, the 
details are given of their application to 
132 individual industries. Arrange- 
ments can be made for photostat or 
other copies of any of the documents 
to be supplied. 

While we commend the initiative 
of the Board of Trade, it should be 
pointed out that the German system is 
not the only one on the Continent. After 
the war standardised accountancy was 
made compulsory by Statute in a 
number of Continental countries. In 
some countries which had the German 
system imposed upon them during the 
occupation, greatly improved methods 
were worked out after the war. For a 
proper appreciation of all aspects of 
standardised accounting systems in the 
Continental sense, as contrasted with 
the less embracing American and 
British systems, it is desirable to inquire 
into these post-war developments in 
European countries other than 
Germany. 


Mr. Fred Woolley 


We announce with great regret that 
the death occurred on March 16 of Mr. 
Fred Woolley, j.P., F.s.A.A., immediate 


past-President of the Society of Incor- 
porated Accountants. An obituary 
note appears on page 95 of this issue. 


The Housing Bill 


This Bill represents a new stage in 
the Government’s housing policy. Local 
authorities are empowered to acquire 
properties for conversion, three-quarters 
of the cost being met by the Govern- 
ment over twenty years. The balance is 
to be found from the rates. Standards 
of conversion and amenities are to be 
prescribed by the Minister; one condi- 
tion is that the property should have a 
minimum prospective life of 30 years. 
Further aid is provided in defined cir- 
cumstances where sites for flats are 
particularly expensive. It is gratifying 
to note that the Minister will meet the 
extra cost of preserving the character 
of special buildings or areas. This part 
of the Bill should meet part of the con- 
tinuing need for accommodation. 

The value of the rest of the Bill is 
perhaps more doubtful. With Govern- 
ment aid identical to that already 
mentioned, local authorities may ad- 
vance up to one-half of the approved 
cost of alterations to private properties 
for creating new accommodation, pro- 
vided the total cost does not exceed 
£600. The maximum inducement to 
the owner, who thus provides at least 
half the capital cost, is fixed at a bare 
6 per cent. on his outlay plus the 
standard rental of the old property. If 
the property has not been let within the 
preceding five years and there is no 
standard rental, then the rental will be 
fixed by the local authority. 

The maximum for local authority 
grants to prospective house purchasers 
is increased from £1,500 to £5,000. 


The Personal Nature of 
Income Tax 
An important but not novel point of 
principle came before the Court of 
Appeal for the first time recently in 
Billingham v. Hughes and another (re- 
ported in The Times of March 10). 
The plaintiff had been injured in a 
motor accident and had been awarded 
£20,000 damages for loss of future 
earnings and £4,000 for pain and 
suffering. The Court reduced the 
damages from £20,000 to £10,000 for 
loss of future earnings upon a review of 
the facts, but rejected a claim that 
there should be a reduction because the 
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plaintiff’s future earnings would have 
been reduced by taxation. The Court 
unanimously approved the decisions 
of du Parcq, J., in Fairholme v. Thomas 
Firth and John Brown, Ltd. (1943, 49 
T.L.R. 470) and of Atkinson, J., in 
Jordan v. Limmer and Trinidad Lake 
Asphalt Co., Lid. (1946, 1 K.B. 356), 
noted in our issue of September, 1946. 
It rejected a contrary decision by the 
Lord Ordinary in the Court of Session, 
Scotland, in Stewart v. Trustees of Clyde 
Navigation (1945, T.R. 373). 

The principle of the decision is the 
fundamental one, long recognised in 
income-tax law, that a man’s income 
tax is a purely personal matter between 
himself and the Revenue and therefore 
has no relevance in a dispute between 
him and someone else over another 
matter. It is, to use the legal term, 
res inter alios acta. The amounts of 
income tax we have to pay are from the 
standpoint of income-tax law as much 
personal expenditure as, say, what we 
spend in beer and tobacco. In an 
obiter dictum, Lord Justice Tucker sug- 
gested that different considerations 
might arise in cases of P.A.Y.E. But 
Lord Justice Singleton, who gave the 
other judgment, expressed the view 
that cases of P.A.Y.E. would be in the 
same position ; it is indeed difficult to 
see how there could be any difference. 


Companies as Tenants of 
Controlled Property 


What is the position of a company 
which is a tenant of premises controlled 
by the Rent Acts ? A company does 
not enjoy the same privileges as an 
individual. The simple reason for this 
is that a company is not a physical 
being. It therefore cannot physically 
reside in a house as an individual can, 
nor can it regard any dwelling as its 
home. In the case of a company, 
residence in relation to the Rent Acts 
is an entirely different concept from 
residence in relation to income-tax law. 

The two chief privileges conferred on 
tenants by the Rent Acts is security 
against eviction and security against 
increase of rent. 

Consider first security against evic- 
tion. A company may occupy premises 
through its servants or agents, but the 
latter as far as the company is con- 
cerned would be in the position merely 
of licensees. Therefore they would 
enjoy no rights under the Rent Acts, 
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for those Acts postulate the existence 
of a tenancy, before they can operate. 
When a company’s contractual tenancy 
comes to an end, it ceases to enjoy any 
rights under the Rent Acts, and accord- 
ingly the landlord is entitled as of right 
to an order for possession against it 
(see Hiller v. U.D. (London), Lid, (1934, 
1 K.B. 57). 

But though a company may not be 
protected, any sub-tenant lawfully 
holding the premises under it would be 
entitled to be protected by virtue of 
Section 15 (3) of the Rent Act, 1920. 
If a company, therefore, during the 
currency of its contractual tenancy 
lawfully assigns or sub-lets the premises 
to an individual who then proceeds to 
occupy the premises as a dwelling, the 
assignee or sub-lessee would on the 
determination of the lease become a 
protected statutory tenant. It is sub- 
mitted that such must be the effect of 
Section 15 (3), since the case would be 
one of an assignment or sub-letting of a 
*‘ dwelling house to which the Acts 
applied.” 

On the other hand, a company en- 
joys just as much protection as an 
individual as far as the rent of the 
premises is concerned. This is of 


_ course subject to the house being let as, 


and being intended to be, and being in 
fact, occupied as, a dwelling house. 
The company can only be charged the 
standard rent plus the permitted in- 
creases, which in the case of a 1939-Act- 
house would be limited to increases 
on amount of expenditure on improve- 
ments or increases of rates (Carter v. 
S.U. Carburettor, Lid. (1942, 2 K.B. 288). 


A War Damage Puzzle 

Can a tenant whose house was 
damaged by a bomb in 1940 disclaim 
the lease in 1948? This was the 
problem which the Marylebone 
County Court had to consider in pro- 
ceedings arising out of the service of a 
notice of disclaimer under the Land- 
lord and Tenant (War Damage) Acts 
(Eyre and others v. Wavertree, 1949). 

Where property is rendered unfit by 
war damage, the tenant is given by 
these Acts the right to determine the 
tenancy by serving what is called a 
“notice of disclaimer.” Thereupon 
the landlord can say that the property 
was not in fact unfit, at the time of such 
notice, or else he can preserve the 
tenancy by serving the tenant with a 


counter-notice called a “ notice to 
avoid disclaimer.” Where such , 
counter-notice is served, the landlorg 
undertakes to make good the War 
damage which has rendered the houg 
unfit, and when he has done that, the 
tenant becomes once again./illy liable 
for the payment of rent and for the 
other obligations of the tenancy, 

In the case in question, the tenant 
had continued to pay rent, to cary 
out repairs, to keep her valuable furnj. 
ture on the premises and to retain , 
resident housekeeper there, practically 
all the time since the bom) fell ip 
December, 1940, and she allowed over 
seven years to elapse before serving 
her notice. 

In the view of the Court, the law 
imposed no time limit for the service of 
such a notice. The question of “ fit. 
ness,” moreover, was not to be deter. 
mined by reasons which may have 
prompted the tenant to retain the lease 
during all that time. The test was 
whether a tenant occupying a house 
of that class would have continued to 
live in the house notwithstanding the 
state of disrepair caused by the war 
damage. 

The Court came to the conclusion 
that the house was unfit as the result of 
the disrepair which was agreed to be 
war damage, but that the dry-rot 
which appeared some time later after 
the bomb incident did not constitute 
war damage. The tenant accordingly 
was entitled to serve her notice. 


Appointment of High Sheriffs 


We extend our congratulations to 
Lieut.-Colonel R. C. Lloyd Thomas, 
M.C., D.L., F.S.A.A., Newport (Mon.), 
upon his being “ pricked” by His 
Majesty the King as High Sheriff of 
Monmouthshire. Colonel Thomas, 
who had a distinguished record in 
H.M. Forces in the first world war 
and during the 1939-45 war, is well 
known to members of the Society, both 
in South Wales and Monmouthshire 
and elsewhere. 

We recall with interest that in 1946 
his partner, Mr. R. Wilson Bartlett, 
J.P., D.L., F.S.A.A., held the same office. 

Sir Percy Thomas, 0.B.E., a Past- 
President of the Royal Institute of 
British Architects, who is the Society's 
architect, has been appointed High 
Sheriff of Glamorgan, and we also 
congratulate him on this appointment. 
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SHILLING PLAIN, SIXPENCE COLOURED. 
As last year, the two Surveys* will no 
doubt be the best-sellers for March. 
That position is assured them by a wide- 
spread interest in the nation’s economic 
ailments and in prescriptions for their 
cure, an interest which at times seems 
to be almost morbid. Certainly no one 
can complain that the economic 
doctors “‘ do not tell.” Here are all the 
available facts and figures about the 
British economy, with perhaps a few 
fancies thrown in, but not sufficient to 
make the two booklets other than 
instructive and illuminating. 

The account is devoted to the year 
1948 as much as, if not more than, the 
present year. It is rightly emphatic 
about the achievements of 1948. That 
was ““a year of great and steady 
progress.” Though the labour force 
increased by only 2 per cent., in- 
dustrial production rose by 12 per 
cent. compared with 1947. Even ad- 
mitting that 1947 was a signally bad 
year because of the coal crisis of the 
spring, the advance is impressive. The 
gross national income—that is, in- 
cluding depreciation and maintenance 
allowances—rose by 11 per cent. in 
1948 to £10,500 million. Only part 
(probably about a half) of the rise 
resulted from higher prices. The total 
of investment, instead of being reduced 
as was planned in the last month of 
1947, proved to be greater in 1948 than 
in the previous year : the gross amount 
was £2,352 million, against £2,040 
million. 


* Economic Survey for 1949 (Command 
7647) and Survey ’49 (The Official ‘ Econ- 
omic Survey for 1949’ in Popular Form). 
His Majesty’s Stationery Office. Price 1s. 
net and 6d. net respectively. 


“We Look Before and After ”’ 


But most important of all, we had a 
small surplus (£30 million) in our 
balance of payments in the second half 
of the year. And for the year as a whole 
there was a deficit of only £120 million, 
compared with one of no less than 
£630 million in the previous year. Even 
as recently as December last, an 
official estimate was put out that the 
adverse balance of payments for 1948 
would amount to £362 million. We 
received from other countries £98 
million in 1948 for invisible items ; in 
1947 we had to pay them £189 million 
for such items. We have more than 
recovered the pre-eminence we had 
before the war in shipping and other 
service industries, but the loss of oversea 
investments cannot be recouped, and 
our interest receipts must therefore 
stay small, depressing our earnings on 
invisible account below what our 
current effort merits. Goods exported 
in 1948 were one quarter greater in 
volume than in 1947—the Economic 
Survey justly calls this increase “a 
remarkable achievement.” 

But at that point the recital of our 
progress last year should stop. The 
outstanding feature of our economic 
situation is the dollar shortage. ‘‘ Over- 
all” balance with the outside world in 
the second half of last year hid a 
deficit of £140 million with the 
western hemisphere. For the whole 
year the deficit was £340 million. 
Only Marshall dollars enabled us to 
bridge the gap. Only thus can we 
continue to obtain the key-supplies 
which, although a mere fraction of our 
total income or imports, are essential 
for our industry. “‘ The dollar deficit 


remains the crucial problem.” 
Thus, 


then, runs the economic 


history of 1948. But the year 1949 is 
also surveyed. ‘‘ We look before and 
after.” Certainly there are fewer 
detailed plans for the future than we 
are accustomed to find in Government 
publications nowadays. ‘“‘ Targets”’ 
are here rather less conspicuous than 
they were. The historian has beaten 
the planner in the writing of the 
Economic Survey. 

In the few pages devoted to policy, 
first place is given to five specifics for 
meeting the long-term dollar problem. 
They are: promoting home pro- 
duction, especially agriculture; ex- 
panding sales to North America ; 
diverting imports away from that area ; 
developing the colonies so that their 
dollar earnings will increase ; helping 
sterling area countries to economise on 
dollar imports and to expand dollar 
exports. 

The need for continuing to resist 
inflationary forces is also made promi- 
nent. The forecasts given assume that 
the Government will continue to con- 
tribute to “ savings ” through a Budget 
surplus, to about the same degree as 
last year. In other words, forced 
savings via taxation are unlikely to be 
reduced. At the rates of tax ruling in 
the present financial year, total tax 
revenue in the calendar year 1949 is 
put at £4,345 million, or just over 40 
per cent. of the gross national income. 

And what of the consumer? He 
will increase his expenditure by 24 per 
cent. over the 1948 figure, at the prices 
obtaining at the end of that year. 
His sacrifice is an inescapable one. 
Home investment in fixed capital in 
1949 will be hardly at all greater in 
real terms than it was in 1948. For an 
industrial nation that is a sorry state 
of things. The national product goes 
into investment or into consumption. 
Nothing must be taken from the invest- 
ment programme for industry. Capital 
for the social services is a heavy charge, 
but no great saving seems practicable 
beyond the reduction of £55 million, 
to a total of £420 million, in the cost 
of new houses. Thus, failing a big in- 
crease in the national product, which 

the Economic Survey does not and cannot 
promise, the consumer will still have to 
await better times. In the words of 
Shelley : 
* We look before and after ; 
We pine for what is not.” 
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Valuing Unquoted Shares 


IN ATTEMPTING TO PLACE A VALUE ON ANY SHARES IT MUST 
be appreciated that the value should not, in general, be a 
presentation of a sum of the value of the component assets 
to which ownership of the shares may confer a beneficial 
right. Share values can only be subjective and, therefore, 
the use of a particular formula must be looked upon as a 
hypothesis to be taken as a suitable starting-point having 
regard to the end contemplated. 

The one exception in which the component asset value 
per se may be accepted is where not only the company is 
being wound up, but the individual assets are to be sold 
and the net proceeds are to be finally distributed to the 
shareholders. It would be of no little use if the term 
“‘ break-up value” could be generally understood as a 
convention reflecting the fair market value of each asset. 

The accountant, when seeking a valuation of quoted 
shares, is at a great advantage compared with his position 
when unquoted shares are in question. For the market in 
quoted shares is comparatively free ; even though there 
may be no actual transaction taking place on a given date, 
the jobber in making his price stands as a willing buyer 
or a willing seller. Thus, whatever may actuate the 
change in price—be it yield, earnings, national or global 
circumstance—the day-to-day or market price moves 
according to the subjective value of the jobber acting in his 
dual capacity, and 


* by hook or by crook 
he must balance his book.”’ 


With the extremely limited market and the greater 
emphasis on the peculiarity of the circumstances sur- 
rounding a given business, the valuer of unquoted shares 
has to rely on some other approach to his problem. For 
certain purposes he has little or no choice in this matter 
and although articles of association may indicate the 
method to be adopted, the law may rule otherwise. The 
general basis accepted by the Inland Revenue for estate 
duty purposes is that of a market value, that is, the price 
which the commodity “‘ share ” would realise if there were 
a willing buyer and seller. It is an attempt, of course, to 
evaluate in money terms a transaction which might, but 
does not necessarily, take place. The sale of similar shares, 
which perhaps did take place approximate to the time of 
death, would have no connection with the basis of valuation 
but can be used as an argument in the final determination. 
In passing, it can be noted that for estate duty purposes 
(under Section 55, Finance Act, 1940) an “ asset ’’ basis 
of valuation is to be used where the deceased had a con- 
trolling interest in a company at any time within three 
years of his death. 

For shares in a going concern, the valuer of unquoted 
shares must refer back to the assumption that buying and 
selling of shares involves the transfer of beneficial rights. 


go 


By J. F. BATEMAN, B.com., A.c.A. 


These rights may be postulated as those arisi:z from. 


(a) the intrinsic value which the assets ray posses 
during the life of the company ; 

(6) the income or yield which the shares produce for 
the personal use of the owner ; 

(c) the revenue which the capital, used in the company, 
has produced. 


There is no fixed rule which of the three concepts 
should be adopted in a given set of circumstances. Whils 
one may be selected as being most equitable or acceptable 
to the other party in the market, however nominal the 
transaction may in fact be, the others can well be used as 
complementary information in arriving at the ultimate 
“market ” value. Again, the data may preclude the use 
of the most reasonable method. 


Intrinsic Values Basis 


Examining firstly the net asset or equity basis, it may be 
comparatively simple to summarise the items in terms of 
capital and reserves, but as the nature and value of each 
class of asset and liability have to be considered, there js 
little to be gained by such a summary. Goodwill, patents, 
trademarks and perhaps special jigs and tools, that is, 
assets which derive a value originating from the special 
position or nature of the company’s business, require 
separate treatment. Other fixed assets should be valued 
from their historical cost and the adequacy of depreciation 
based on that cost. It is submitted that an expert appraisal 
of, say, land and buildings, and the cost of replacement 
of plant and machinery, are matters of import only after a 
basic value has been determined. Like goodwill, they can 
have, of course, for the company a quasi-monopoly value 
with which any new competitor would have to contend, 
and which the company itself at the appropriate stage may 
have to discount. This is part of the risk which the “ willing 
buyer ” must accept. 

For investments, where stock exchange quotations or 
facilities for detailed valuation do not exist, the treatment 
must be similar to that mentioned for fixed assets. Current 
asset values as shown in the balance-sheet may be accepted 
unless the directors are of the opinion that they will not 
realise the stated value in the ordinary course of business. 

The deduction to be made from the asset values must 
include every existing prior claim including provision for 
deferred maintenance expenditure. Taxation liability 
may require special treatment by reason of circumstances 
attaching to a company. But normally the reserve for 
future taxation should be treated as a prior claim, even 
though this may be considered basically as a claim con- 
tingent on the asset values being maintained at the time 
the liability becomes legally due. Contingent liabilities 
will have to be treated on their merits although it is con- 
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tended that arrears of preference share dividends should 
be deductec! only if they would rank as a prior claim in 
jnding-up. 

= th approach, it may be claimed, a “ true and 
fir view of .ne state of affairs ’’ of the company at a given 
date is obtained, and should be used as the basis for asset 
value discussion. Patents, trade marks and the like require 
special treatment in order to determine that their value 
to the company is not over-stated. Where necessary, cost 
should be reciuced to this subjective value. Goodwill apart, 
other values must take their place in the line of argument 
together with trend of profits, yield, policy, management, 
competition and similar factors. 


Yield Basis 


The second main approach to valuation is through the 
income or yield which the capital expended in acquiring the 
share may be expected to produce. To the investor for 
income this is all-important, and the problem resolves 
itself fundamentally into two parts : 


(i) to estimate the expected dividend ; 
(ii) to ascertain a suitable yardstick as represented by 
the yield on comparable quoted shares. 


This method is often described as being that of an annuity 
basis, but it is emphasised that for irredeemable shares 
the annuity is in perpetuity. The flat or running yield is 
required and at no time, whether in selecting comparable 
quoted shares or in deciding the risk element in the class 
of shares as compared with some gilt-edged investment, 
should any measure of redemption yield be introduced. 
Two matters of adjustment before arriving at the income 
yields are generally necessary. The yield should be cal- 
culated gross, and the accrued income (net) deducted from 
the price of the quoted shares. Further, it must be realised 
that while the asset values are related to the number of 
shares which they represent, the yield ratio is related to 
the current price of an equivalent type of quoted share. 


Earnings Basis 


In regard to the third method of valuation—which may 
conveniently be termed the “earnings” basis—it is 
submitted that wherever a valuation is made for the pur- 
pose of transferring shares which will, either as a unit or 
taken with other groups also being transferred, give 
control over the company’s activities, every endeavour 
should be made to ascertain the “‘ earnings ” value. This 
approach, however inadequately it may be presented, 
should be made when studying the information necessarily 
supplied either when a company, which was previously 
carried on privately, makes its first public appearance or 
alternatively when the company’s shares are to be ac- 
quired by another company or group of holders. 

Further, it is maintained that in this connection a “ fair 
return’? on capital employed and goodwill based on 
“ super-profits ” are subjective concepts to be applied after 
the basic earnings have been determined. 

The basic earnings or net revenue is here’taken to 
signify that surplus, measured in terms of money, which 
remains after every provision has been made to ensure 
that the assets used by the company, including any special 


value attaching to them by their use as a whole business 
unit, have been sufficiently maintained. It follows, funda- 
mentally, that only the past and not the future is account- 
able. The latter is, at this stage, only considered to the 
extent that it is necessary to estimate what maintainable 
charge should be made against the former, for example, 
fixed asset depreciation to be based on estimated replace- 
ment cost. 

The standard which is thus considered desirable is one 
derived from the operation of all factors forming part of the 
normal conduct of the business, in short an average of the 
adjusted profits over a period of not less than, say, ten 
years. To the extent that the amount of capital has 
changed appreciably during the period reviewed, separate 
averages should be computed for shorter periods, even 
though this may result finally in a decision that the method 
has to be rejected as unsuitable. 

Adjusted revenue as defined above will mean the 
elimination of all extraordinary profits or losses, including 
investment income not arising from the main conduct of 
the business. Depreciation should be revised on estimated 
replacement costs. Taxation should remain as a natural 
hazard with adjustment where necessary for its appro- 
priate incidence. The resultant surplus thus remains a 
cyclical revenue for the company. 

To achieve a capital value for this revenue and finally 
for the shares, it is necessary to apply a series of standards, 
the relative importance of which will depend on the 
reactions of the future holder of the shares. Initially, for 
example, a fair return based on comparable companies” 
trading may be available. Alternatively, such a return 
can be compiled having regard to, inter alia, the long-term 
interest rate, the element of risk and the capital structure 
including borrowed money. 

When applying this fair return to the ascertained revenue, 
it is advisable to relate it to the average capital employed 
during the earning of that revenue. In doing so, it is 
contended that a closer valuation is reached if the capital 
is computed by reference to cost, and not replacement 
values. Revenue arising from all forms of quasi-monopoly 
of the business are thereby thrown into relief as one sum, 
whether the term “ super-profits ” is applied to it or not. 
The accounting for goodwill and other asset values can 
emphasise one or more aspects of the capital structure 
according to the basis adopted for such records, but it is 
independent of the combination of the assets which produce 
the revenue defined above. A goodwill figure based on 
super-profits after allowing for a return on assets at replace- 
ment values is a subjective standard which may, like all 
others, be acceptable or not. 

Finally, to capitalise the “ super-profits,” a decision 
must be reached how far it should be divided into two 
parts : 

(i) the proportion containing the risk that the profit 
will be maintained in future. This can be dis- 
counted permanently, but the net balance treated 
as a perpetual annuity ; 

(ii) the proportion remaining, if any, which may 
disappear after a given number of years, on which 
the present value should be calculated with reference 
to the “ fair return ”’ rate. ot 
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The methods of share valuation examined above are, in 
essence, not new, and may produce results which have 
but a skeleton appearance. In defence, let it be said that 
the attempts to introduce some factors at too early a stage 


Companies Act, 1948—XVIII 


PENALTIES 


in the valuation will confuse the end. If rule a:..: regulation 
permit, let them take their place in the “ hage: 1g” of the 
market, and not in the production of a ,; Janned or 
previously framed price. 
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This article is the eighteenth in a series on the new company law. The first, a general article on the Companies Act, 1947, appeared iv: our issye if 
September, 1947, and subsequent articles have dealt with the following special aspects : 


II. Company Balance Sheet and Profit and VII. Auditors. XII. Receivers and Managers. 
Loss Account, etc. VIII. Articles of Association Annual Returns. XIII. Transfer and Transmission. 
III. The Exempt Private Company. IX. Bookkeeping and Accounts. XIV. The Winding-up of Companies. 
IV. Disclosure of Payments to Directors. X. Points to Note. XV. The Protection of Minorities, 
V. Meetings. XI. Accounts of Holding and Subsidiary XVI. Board of Trade Investigations. 
XVII. Debentures. 


VI. Prospectuses. Companies. 


IN THE NUMEROUS PENALTY SECTIONS OF THE COMPANIES 
Act, 1929, there was much variation in the formule 
indicating what persons might incur the penalties imposed. 
In some Sections, “ any director or manager” was in- 
volved. In others, “‘ any director, manager or secretary.” 
And in others, “ any officer.”” There remains some variation 
in the similar Sections in the Companies Act, 1948, but a 
single formula is now used wherever possible. In most of 
the Sections by which penalties are imposed, it is “‘ the 
company and every officer who is in default > who may be 
prosecuted. 
WHO IS AN OFFICER ? 


In the interpretation Section (Section 455) ‘ officer,” in 
relation to a body corporate, is stated to include “ a direc- 
tor, manager or secretary.”’ This is not, of course, a defini- 
tion, for it is well-established that persons other than 
directors, managers and secretaries may be officers of a 
company. 

There is in fact no recognised definition of the term 
** officer.”’ It is one of those loose terms which it would be 
most undesirable to define with precision, since, were it 
defined, the unscrupulous would find it easy to avoid the 
responsibility that is attached to those who are officers. It is 
established that the auditor of the company is an officer, 
though a person appointed by the board to conduct a 
special audit of the company’s books is not. In the opinion 
of the writer such persons as the company’s chief accountant 
or the branch manager of a banking company are not 
officers of the company within the statutory meaning of 
the term. 

Those who are officers and may consequently incur 
penalties are advised to study Section 440 (2). Under this 
Section, for the purpose of any enactment in the 1948 Act 
providing that an officer of the company shall be liable to a 
fine or penalty, the expression “‘ officer who is in default ” 
means any officer of the company, who knowingly and wil- 
fully authorises the default, refusal or contravention men- 
‘tioned in the enactment. 
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By E. WESTBY-NUNN, B.a., LL.B., Barrister-at-Law 


OMISSIONS AND COMMISSIONS 


Before this sub-Section is discussed, it should be empha- 
sised that while some of the offences for which penalties are 
provided consist of positive acts, the majority of such 
offences consist of omissions. In these cases, therefore, an 
officer will not incur the penalty for the omission unless he 
has knowingly and wilfully authorised it. 

There is singularly little direct legal authority on the 
interpretation of this phrase in earlier Companies Acts, but 
there is a considerable body of case law on the meaning of 
similar phrases in other statutes. 

Elementary text-books on criminal law invariably 
stress the importance of what is known as the doctrine of 
mens rea: the primitive doctrine that a man cannot be 
guilty of a criminal offence unless he had a guilty mind. 
In the case of the elemental crimes, such as murder, robbery 
and theft, the doctrine is unquestionably of immens 
importance. But it is of far less importance in the case of 
that huge volume of quasi-criminal law which has expanded 
Stone’s Manual in recent years. Generally speaking, where 
a statute requires certain steps to be taken, certain things to 
be done, it is no excuse for the person, whose duty it was to 
do these things, to plead that he forgot or that, though he 
left them undone, he did not have a guilty mind. 

Where, however, the statute provides that such a person 
shall incur a penalty for an omission only where he is 
knowingly and wilfully in default, the ancient doctrine of 
mens rea is in effect restored. Mere omission is not ipso fact 
a punishable offence. The penalties are imposed only where 
the omission is made knowingly and wilfully. 

It should be noted in this connection that, where the new 
formula mentioned above is employed, the company i 
liable to the penalty as a result of the mere omission. It is 
only the officer who may be able to escape the penalty by 
pleading that he was not knowingly and wilfully in default. 
In fact, it will be found that only in comparatively rare 
cases will an officer incur the penalty—where, for instance, 
the omission has been pointed out to him and he still fails 
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to make it good. Forgetfulness or sheer ignorance will in 
most cases be an excuse. ‘ 

There are Sections, however, in which forgetfulness will 
not be an excuse. Failure to give information required by 
, Board of Trade inspector appointed under Section 173 
would not so be excused; nor would the doing of any of the 


acts prohilited by Section 174 (5). 


“* AUTHORISING ”? AND “‘ PERMITTING ” 

Although the formula mentioned is used extensively, 
there are 2 number of variations in the Act. Section 136 (4), 
for instance, contains a particularly interesting variation. 
It provides that where invitations to appoint certain persons 
as proxies are issued to some only of the members entitled 
to vote, ‘‘ every officer of the company who knowingly and 
wilfully authorises or permits” the issue shall be liable to a 
fine not exceeding £100. There is a somewhat subtle dis- 
tinction between authorising an act and permitting it. 
The net cast by this sub-Section is wider than that cast by 
the general formula. 


SPECIAL POSITION OF DIRECTORS 

Sections 148, 149 and 150, which deal with the statutory 
accounts, impose penalties on “‘ any person being a direc- 
tor”? who fails to take all reasonable steps to ensure com- 
pliance with the requirements of the Sections. In so far as 
only directors (not other officers) are made subject to the 
penalties imposed by these Sections, the formula here 
employed is narrower; but it should be noted that, if direc- 
tors are to avoid the penalties, they must take positive steps 
to see that the law is complied with. A plea of ignorance or 
forgetfulness in these cases would be no defence at all. The 
Act imposes on directors the duty of taking all reasonable 
steps to ensure that what the law says shall be done is done. 

In construing these Sections it is necessary to bear in 
mind that Section 455 (the interpretation Section) states 
that the word “ director” includes any person occupying 
the position of director ‘‘ by whatever name called.” A 
person not called a director, whose name is not on the 
register of directors, but who in fact directs the company, 
is therefore subject to the penalties imposed by Sections 
148 to 150. 

UNTRUE STATEMENTS IN PROSPECTUSES 

Severe criminal penalties are imposed by Section 44 on 
any person who authorises the issue of a prospectus which 
includes any untrue statement. This Section is so phrased 
that all that the Crown is required to prove is that the 
prospectus contains an untrue statement and that the 
accused authorised its issue. This establishes a prima facie 
case, and, in order to avoid the penalty imposed, the accused 
must prove either that the statement was immaterial or 
that he had reasonable ground to believe and did believe 
that the statement was true. Here it will be observed the 
doctrine of mens rea is completely abrogated except in so 
far as it is necessary to prove that the accused authorised 
the issue of the prospectus. 


THE ONUS OF PROOF 
This tendency to put the onus of proof on the accused has 
been introduced also into those Sections of the Act which 
deal with penalties that may be incurred after a company 


has gone into liquidation. In the long Section 328, which 
imposes penalties on past or present officers, if liability is 
to be avoided they must be able to prove one of the de- 
fences set out in the proviso to the first sub-Section. It 
should be noted that, for the purpose of this Section only, 
the expression officer includes any person in accordance 
with whose directions or instructions the directors of the 
company have been accustomed to act : a provision which 
is capable of catching the sole shareholder of a private 
company who appoints employees as directors of the 
company. 

In Section 331 also—which imposes penalties, where 
proper books of account have not been kept, on every 
officer of the company who is in default—the burden of 
proving that the accused acted honestly, and that in the 
circumstances in which the business of the company was 
carried on the default was excusable, is put on the shoulders 
of the accused. 


TIME LIMIT ON PROCEEDINGS 


In conclusion, it should be noted that Section 442 pro- 
vides that, where summary proceedings are taken for the 
recovery of a penalty imposed by the Act, the Director of 
Public Prosecutions or the Board of Trade may take such 
proceedings at any time within twelve months from the 
date on which evidence sufficient to justify the proceedings 
comes to their knowledge, provided that not more than 
three years have elapsed since the commission of the 
offence. In the case of proceedings by indictment, where 
this is possible, this period of limitation does not apply. 


Companies Act, 1948 
New Winding-up Rules and New Forms Order 


The Lord Chancellor, with the concurrence of the 
President of the Board of Trade, and in pursuance of 
Section 365 (1) of the Companies Act, 1948, has made the 
Companies (Winding-up) Rules, 1949 (S.I. 1949, No. 330, 
L. 4, price 3s. net). The appendix to the Rules contains 
the forms for use in winding-up proceedings. The Rules, 
which revoke and replace the Companies (Winding-up) 
Rules, 1929, and subsequent Orders amending those Rules, 
came into operation on March 14. 

The Board of Trade have also made the Companies 
(Forms) Order, 1949 (S.I. 1949, No. 382, price 1s. 8d. net), 
which revokes and replaces the Companies (Forms) Order, 
1929, and subsequent Orders amending those Forms, in 
particular the Companies (Forms) Order, 1948 (S.I. 1948, 
No. 1518) which prescribed a number of new forms for use 
under the Act. This Order also came into operation on 
March 14. 

The rates of interest mentioned in Section 362 (4) 
(credit balance of company’s account in the hands of the 
Board of Trade) and Section 322 (1) (validity of a floating 
charge to the extent of cash payments in consideration) 
are respectively reduced from 2 per cent. to I per cent. 
and from 5 per cent. to 4 per cent. per annum. The changes 
are effected by S.I. 1949, Nos. 422 and 423—the Companies 
Liquidation Account (Interest) Order, 1949, and the 
Companies Winding-up (Floating Charges) (Interest) 
Order, 1949, which come into force on April 1, 1949. 
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Points in Practice 


Reserves and Provisions 


The Companies Act, 1948, introduces many 
new definitions and requirements on the 
treatment of reserves and provisions. So 
many, indeed, that not only is the pro- 
fessional accountant somewhat confused on 
the correct classification of the various types 
of reserves, but the layman, unversed in the 
arts and niceties of accountancy termin- 
ology, finds himself lost in a maze of apparent 
duplicity. 


Capital and Revenue Reserves 


The. Act describes a “ capital reserve ” 
(Eighth Schedule, Part IV, paragraph 1 (c)) 
as a reserve which shall not include any 
amount regarded as free for distribution 
through the profit and loss account, and a 
“revenue reserve”’ as any reserve other 
than a capital reserve. Therefore in a 
negative way a general or revenue reserve 
is described as one which is free for dis- 
tribution to the members. 

The importance of these definitions 
becomes apparent when it is remembered 
that the Eighth Schedule (Part I, para- 
graph 4) requires : 

(i) that reserves, provisions, liabilities 
and fixed and current assets shall be 
classified under headings appropriate 
to the business of the company and, 


further, 
(ii) that the aggregate amount of capital 
reserves, revenue reserves, pro- 


visions, etc., shall be stated under 
separate headings in the balance- 
sheet (Eighth Schedule, Part I, 
paragraph 6). 


Provisions 


A further complication is introduced by 
the very exact definition attributed by the 
Act to a “ provision.” This may be briefly 
summarised (excluding its relationship to 
depreciation) as “‘ an amount set aside for a 
known liability of which the amount cannot 
be ascertained with substantial accuracy.” 


Doubtful Items 


It will therefore be appreciated that 
there are three main headings under which 
any sums set aside or retained out of profits 
may be classified. The difficulty is to 
decide upon the correct classification of 
such items—and this depends upon the par- 
ticular circumstances of each case. An 
example of the type of reserve which can 
cause confusion is the “ superannuation 
reserve.” In certain cases this may be 
classified as a “ provision” and in others 
as a “ capital reserve.” The reason for this 
apparent contradiction is as follows : 
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(a) Where the item is a provision, there 
exists a contractual liability to provide 
pensions for employees, and to meet this 
liability a reasonable charge is made in the 
annual accounts. 


(6) Where the item is a capital reserve, 
the members of the company have agreed 
to the appropriation of certain amounts 
from the profits for the creation or main- 
tenance of a fund to be available to make 
voluntary or ex gratia payments to long- 
service employees. There cannot be said 
to be any agreed or known liability, but it is 
obviously the intention of the Board that the 
sum should not be regarded as available for 
distribution to the members. 

It is worthy of note at this stage that there 
is considerable difference of opinion as to 
whether only those items should be in- 
cluded under the heading “‘ capital reserve ” 
which cannot be /egally distributed—such as 
redeemable share capital reserves; share 
premiums ; excess profits tax post-war 
refunds ; excess value of net assets over 
purchase consideration ; and pre-acquisi- 
tion profits—or whether such items as the 
superannuation reserve mentioned above 
can be included. It is thought, however, 
that the purpose for which they were 
created or are being retained should be the 
guiding principle once their legal avail- 
ability has been decided. 

‘* Excessive’’ Provisions—The Bad 
Debt Reserve 


The auditor is also faced with a new and 
difficult problem. This is created by para- 
graph 27 of the Eighth Schedule of the Act, 
which requires that any excessive provisions 
for depreciation, renewals, diminution in 
value of assets or known liabilities must 
be classified as reserves. 

An example of this problem is the bad 
debt reserve. Hitherto a sum has usually 
been calculated, upon a generous basis, in 
relation to debtors, and should the total of 
debtors have decreased in any one year, the 
reserve has been left at the same figure. 
In accordance with the requirements of the 
Companies Act, 1948, however, that portion 
calculated with regard to specific debts 
which may prove unrealisable should be 
classified as a provision, and only that part 
of the sum set aside which is in excess of the 
specific requirements can be shown as a 
reserve. There may, of course, be justifica- 
tion in certain trades to make a provision 
based upon a percentage of the outstanding 
debts, but this should not exceed the normal 
rate of loss in that particular trade or be 
greater than the past experience of the 
company in question warrants. 


Four Tests 


Further difficulties will be 
when such items as reserves {)r increased 
cost of replacement of fixed and current 
assets are encountered. To sur ‘marise, it jg 
suggested that in order to ascertain under 
which heading any sum set aside out of 
profits should be classified, thc following 
tests should be applied : 
(1) Is it retained for any known liability 
of uncertain amount ? 
(2) If so, is it excessive ? 
(3) Can it be legally distributed ? 
(4) For what purpose was it created ang 
what is the intention of the Board 
regarding its retention ? 


©XPerienced 


When after the necessary investigation they 
questions have been answered, the correct 
destination should be apparent. 


—— 


Calculating and Accounting 
Machines 


Exhibition at Sheffield 


An exhibition of calculating and account. 
ing machines and equipment is to be held 
at the University of Sheffield (Firth Hall, 
Western Bank, Sheffield, 10) on Friday, 
April 29, and Saturday, April 30. The 
opening session on April 29 will be from 
2.30 p.m. to 8 p.m., and on the following 
day the session will last from 10 a.m. to 
6 p.m. 

There will be a wide range of exhibits 
including accounting machines ; hand and 
electrically-operated desk calculators; 
key-driven _ calculators ; planimeters, 
mechanical and _ electrical integrators ; 
logarithmic calculators; nomograms; 
mathematical tables; counters; slide- 
rules ; punched-card machines and equip- 
ment; and photographs and other ex- 
hibits relating to differential analysers and 
electronic calculating machines. 

Lectures will be given as follows : 

“Some Recent Developments in Cal- 
culating Machines,” by Professor D. R. 
Hartree, F.R.s., of the Department of 
Mathematical Physics, University of 
Cambridge, on April 29, at 10 a.m. 

* Applications of Punched Card 
Machines in Accounting and Scientific 
Computing,” by Dr. G. B. Hey, of the 
Trustee Department of the District Bank, 
Ltd., on April 30, at 10 a.m. ; and 

** Calculating Machines : Their 
Nature and Applications,” by Dr. E. T. 
Goodwin, of the Mathematics Division of 
the National Physical Laboratory (an 
introductory lecture), on April 30, at 
2.30 p.m. 

A committee of members of the pro- 
fessional accountancy bodies in Sheffield 
has assisted in the preparations for the 
exhibition and all accountants in the area 
are invited to attend. Admission is free. 
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Mr. Fred Woolley 


THERE Wii BE WIDESPREAD REGRET 
throughou! the profession—and par- 
ticularly a2.ong Incorporated Account- 
ants—at the death of Mr. Fred 
Woolley, j.P-, F-S.A.A., the immediate 
Past President of the Society, which 
occurred on March 16, when he was 
71 years of age. 

Mr. Fred Woolley was born in 
Staffordshire and received his early 
professional training in the office of 
Messrs. R. F. Miller & Co., Chartered 
Accountants, Barrow-in-Furness and 
Manchester. After passing the Final 
Examination, he was elected to the 
Society in 1905, and commenced 
practice in Southampton in that year. 
In 1925 he was joined in partnership 
by Mr. E. J. Waldron, and the practice 
was then and has since been carried on 
by the firm of Messrs. Woolley & 
Waldron, Incorporated Accountants. 
Among the surviving partners are Mr. 
E. J. Waldron and Mr. F. L. Woolley 
(son of the late Fred Woolley). 

In 1909, he was largely instrumental 
in establishing the South of England 
District Society, of which he became 
the first Hon. Secretary, a position he 
filled for a long period. 

In relation to the consolidation of the 
organisation of the Branches and 
District Societies, during the Presi- 
dency of Sir Thomas Keens, Mr. 
Woolley, who voiced the views of the 
District Societies, took a leading and 
helpful part. His useful service on the 
Council commenced in 1930 and in 
1942 he was elected Vice-President. 
He succeeded to the Presidential Chair 
on V.E. Day, 1945. 

It was a happy circumstance to him 
and to the Council that his Presidency 
fell at a period of great moment in the 
history of the Society, albeit his heavy 
work as President was carried out 
under difficult conditions. Mr. 
Woolley’s first concern was that the 
Society should render all possible help 
to ex-Service members on their return 
to the profession, and to students, for 
whom concessions were approved and 
who were assisted by Government 
grants. Notably, three Refresher 
Courses were organised for ex-Sérvice 


members and, through the courtesy of ° 


the Colleges, were held at New College, 
Oxford, at Balliol College, Oxford, and 
at Caius College, Cambridge. At each 
course Mr. Woolley presided and 
created a friendly atmosphere in which 
the ex-Service members, members of 
the Council and visitors found stimula- 
tion, encouragement and mutual under- 
standing. Throughout the two years 
of his Presidency, Mr. Woolley with 
much assiduity visited practically all 
the Branches and District Societies in 
Great Britain and Ireland, and, in con- 
junction with the local Presidents, 


Committees and Hon. Secretaries, 
vitalised their work, which, during the 
war, had been kept in being but 
inevitably at a nominal level. 

On the expiration of his term of 
office in 1947 he received an expression 
of the warm appreciation of his col- 
leagues and of members of the Society 
for his valuable services. 

A flair for public work manifested 
itself at an early stage in his career. In 
1926 he was elected to the Corporation 
of Southampton’; he was Mayor for 
two terms, 1931-1933, and was subse- 
quently appointed an Alderman, an 
office which the state of his eyesight 
compelled him to relinquish in’ 1946. 
During his mayoralty, the new docks 
were opened by H.M. King George V, 
the Municipal Offices by H:R-H. the 
Duke of York, and the law courts by 


the ‘Lord Chancellor “(Lord Sankeyy.’ 


The war brought heavy responsibilities 


for Mr. Woolley ; to him and to Mr. 
Alderman T. Lewis were delegated by 
the corporation wide powers to take 
immediate decisions in the grave emer- 
gencies which arose in that much 
stricken town. In recognition of these 
valuable services, he was presented with 
the Freedom of the borough—a dis- 
tinction but rarely granted. 

His administrative abilities and busi- 
ness qualities were manifested in his 
work as Chairman of the Finance Com- 
mittee of the Corporation, as Chairman 
of the Royal South Hants and South- 
ampton Hospital, and as a member of 
the Governing Body of University 
College, Southampton. Compara- 
tively recently, he was appointed by the 
Minister of Health a member of the 
South-West Metropolitan Regional 
Hospital Board. 

His limited leisure time was taken up 
with country pursuits and Mr. Woolley 
was a successful breeder of cattle on his 
farm at Quob. 

In Fred Woolley, integrity, ability to 
grasp a problem, and sound judgment 
were combined with a disinterested 
spirit and a conciliatory but firm 
attitude. He discharged his many 
official duties with dignity and much 
acceptability. But above all, those who 
knew him and worked with him will 
cherish the remembrance of his friendly 
interest in them and his never-failing 
appreciation of any service which his 
generous spirit instinctively evoked. 

A fine tribute’ was paid to Fred 
Woolley by the Lord Bishop of South- 
ampton at the memorial service held 
at the Avenue Church, Southampton, 
which was attended in state by the 
Mayor and Corporation, and by repre- 
sentatives of the shipping, business, 
professional, religious and educational 
life of Southampton. The Society was 
represented by the Vice-President (Mr. 
A. Stuart Allen) and the Secretary, and 
the South of England District Society 
by Mr. H. J. Bicker, Mr. E. J. Waldron, 
Mr. C. J. B. Andrews, Mr. ©. B. ‘Foot 
and a number of other members. 

The President of the Society’ (Sir 


‘Frederick Alban) regretted that owing 


to a long-standing engagement he was 
unable to be present. tig 
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TAXATION 


Taxation of Payments for the User of Patents 


BeroreE THE INcoME TAx ACT, 1945, THE DISTINCTION 
between a capital and an income payment for the user of a 
patent was a distinction of great practical importance, 
particularly to the seller of the patent rights. 


THE POSITION BEFORE THE 1945 Act 


If the payment was a lump sum payment for a user which 
would exhaust or considerably depreciate the reversionary 
rights in the patent, the payment would be of a capital 
nature and the seller or the transferor would not be liable 
to any tax thereon. 

On the other hand, if the payment was a royalty or 
annual payment for the right of user—the corpus, as it were, 
being retained more or less intact by the seller or the 
transferor—then the payment would constitute a revenue 
receipt of the seller or transferor. The payer would then 
be entitled to deduct tax at the standard rate from the 
payment and would retain the tax so deducted, to the 
extent to which the payment was made out of a taxed fund. 
In so far as the payment was made out of a taxed fund, the 
payer would be accountable to the Revenue for the tax so 
deducted. 

But if the payment was of a capital nature the payer was 
not able to deduct the amount in computing his profits, 
for Rule 3 (m) of Cases I and II of Schedule D of the 
Income Tax Act, 1918, prevented any such deduction being 
made. 

‘THE POSITION AFTER THE ACT 


By the Income Tax Act, 1945, Parliament sought to 
confer some relief on persons acquiring patent rights for 
lump sum payments which hitherto were deemed to be of 
a capital nature. Henceforth the amount was to be 
deductible in arriving at the profits of the person making 
the payment, but it was deductible only in a certain 
manner, to be presently explained. The Revenue thus 
stood to lose some tax, but to counterbalance this loss, 
provision was also made that what was previously a lump 
sum and a capital receipt was henceforth to be notionally 
treated as a revenue receipt in the hand of the payee, who 
transferred the rights of user. 

Let us examine now in greater detail the provisions of 
the Income Tax Act, 1945, as they affect respectively the 
transferee and the transferor of the patent rights (the payer 
and payee respectively of the payment for the user). 


THE TRANSFEREE’S POSITION 


The transferee of the patent rights, upon making the 
payment, becomes entitled by virtue of Section 35 of the 
Income Tax Act, 1945, to an annual allowance in respect 
of the capital expenditure on the purchase of the rights. 

The amount paid will be spaced over 17 years, if the 
rights have been transferred for 17 years or more. If the 
rights have been conferred for a shorter period, the spread- 
over will be for that shorter period. 
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an 


a 

If there is an interval of one complete ye: or more 
between the commencement of the patent and the 
beginning of the rights purchased, the allowance will pe 
spread over the 17 years or shorter period, as the «ase might 
be, less the number of complete years in such in:ervyal, 

Thus, suppose that the patent rights are bougi:. in July, 
1947, for £3,400. The allowance normally would be at 
the rate of £200 per annum for the 17 years beginning 
with the year 1948-49. 

If the patent rights in this case had been granted for, 
say, only ten years, then this allowance would be £349 
per annum for each of the ten years beginning with 
1948-49. 

Again, if there were an interval of two complete years 
between the commencement of the patent and the granting 
of the rights in July, 1947, the allowance would be spread- 
over 15 years in the first case (17 minus 2 years), and would 
be £226 (odd) per annum for each of the 15 years and £425 
for each of the eight years, as the case might be. 

It should, however, be incidentally pointed out that an 
allowance can be made only if there are profits or taxable 
income in respect of the rights as against which it can be 
charged (Section 35, provisos (a) and (d)). 

It should further be observed that the allowances cannot 
be made where the patent rights, or any rights out of which 
they have been granted, have been the subject of a sale 
for a lump sum payment before April 5, 1946, that date 
being the appointed date for the coming into operation 
of Part I of the Finance (No. 2) Act, 1940. (See Section 38 
of the Act.) 

THE TRANSFEROR’S POSITION 
To examine now the position of the transferor of the patent 
rights. His position is not as good as it was before the Act, 
since the lump sum payment made to him for the transfer 
of his rights will now be treated as an income receipt 
by him. 

While he may at his option elect to have the whole of the 
sum paid treated as a receipt for the year in which it was 
received, he may alternatively take advantage of the relief 
afforded by Section 37 of the Act. 

This relief consists in the spreading over the amount 
received over six years, beginning with the year of the 
receipt. Thus, in such a case only one-sixth of the amount 
received will be treated as income in each of those six years. 

Where the transferor is not resident in the United 
Kingdom the person making the payment is required to 
deduct the whole of the tax from the payments—no doubt 
in order to assist collection of the tax. It will then be for 
the foreign recipient to apply to the Inland Revenue to 
spread the amount received over six years, as in the case 
of residents in the United Kingdom, and to make the 
necessary tax adjustments. 

This relief, however, must be claimed not later than 12 
months after the end of the year of assessment in which 
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be given to 11° Commissioners. 


EFFECT Or RE-SALE 


the sum is paid, and for this purpose notice in writing must 


Where the s:me rights have changed hands more than 
once, clearly ‘t would not be right for tax to be chargeable 


—~ BF on the whole of the lump sum paid on each occasion, for 
this would amount to taxation more than once of the same 
me ject mat 7 
€ Where rivts which have already been the subject of a 
be lump sum transfer are again transferred for a lump sum, 
ght the second ‘ransferor would be liable to tax only on the 
difference between the amount he paid and the amount 
ly, he received for the rights. 


"8 place in the United Kingdom and where accordingly tax 

| would be attracted to each transaction. 

m, It is not quite clear what the position would be if the 

40 rights transferred here had previously been the subject of a 

tn transfer made outside the United Kingdom between 
non-residents of the United Kingdom. The Act, of 

TSB course, could not be applied to transactions taking place 

‘SBF between non-residents outside the United Kingdom, and 

therefore it would seem that in assessing liability in respect 

_ of the first transaction taking place here, the earlier 

HB transactions which took place abroad, even though they 

1 ewer in respect of the same patent rights, would be ignored. 

le EVASION 

e ff Certain provisions of the Act are aimed at preventing 
evasion of the tax. Section 58 deals with composite sales 

rt 

h 
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Notes 


“Personal Aggrandisement ”’ 


A NEW ARGUMENT IS REPORTED TO HAVE 
been introduced into taxation practice by 
an Inspector of Taxes. The facts are that a 
taxpayer replaced a “‘ common or garden ” 
kind of car by a luxury model, for use in his 
business. The Inspector seeks to disallow 
part of the initial and wear and tear allow- 
ances on the grounds, apparently, that it is 
not necessary to use such an expensive 
car, and the use is to be regarded partly as 
“personal aggrandisement” of the tax- 
payer. 

Were this under Rule 9 of Schedule E, 
there might be some substance in the argu- 
ment. The words there are : “ If the holder 
of an office or employment of profit is 
necessarily obliged to incur or defray out 
of the emoluments thereof the expenses of 
travelling in the performance of the duties 
of the office or employment, or of keeping 
and maintaining a horse to enable him to 


This wouid clearly be so where all the transactions took 


where property, such as patent rights, is sold with other 
property. The total consideration in such composite sales, 
whether it is expressed in one lump sum or not, may be 
apportioned, and the proper amounts will be allocated to 
the respective properties. Property will be regarded as 
being sold together with other property where the sale is in 
pursuance of one bargain, and in such a case it will be 
immaterial that the parties themselves may have fixed 
separate prices for the separate items. 

Section 59 is aimed at a sale of property at a price lower 
than its ordinary market value. The Revenue may treat 
the property so sold as having been in part sold at its proper 
market value and assess all the parties concerned to tax 
on that basis. 

This right, however, may only be exercised in the 
circumstances set out in paragraphs (a) and (6) of Section 
59. And the Section can apply only to sales of property 
and not to other transactions. 

Under paragraph (a) of Section 59 the Section applies 
where the buyer is a body of persons over whom the buyer 
has control, or both the seller and the buyer are bodies of 
persons and some other person has control over both 
of them. 

Under paragraph (4) of the Section, it applies where the 
sole or main benefit expected to accrue from the sale or the 
transaction in question, is the obtaining of allowances for 
wear and tear, obsolescence or exceptional depreciation, 
or for expenditure on scientific research. 


perform the same, or otherwise te expend 
money wholly, exclusively and necessarily 
in the performance of the said duties, there 
may be deducted from the emoluments to 
be assessed the expenses so necessarily 
incurred and defrayed.” By Section 16, 
Finance Act, 1925, allowances for wear and 


_ tear of machinery and plant were extended 


to offices and employments, and by Section 
23, Income Tax Act, 1945, initial allow- 
ances and the increased rates of wear and 
tear are made applicable to offices and 
employments. 

Even there. however, it is extremely 
doubtful if the word “ necessarily ” can be 
extended to limit the type of travel or the 
type of car. Is the Inspector of Taxes 
entitled to say who shall travel first class 
and who third? We think not. 

When applied to a business, we are of the 
opinion that the Inspector’s argument is 
devoid of merit. If the car is provided for 
the purposes of the trade, the trader is 
entitled to the initial allowance (Section 15 
Income Tax Act, 1945). As for wear and 
tear allowance, Rule 6 of Cases I and II, 
Schedule D, says: “In charging the 
profits or gains of a trade . . . such deduc- 
tion may be allowed as the Commissioners 
. . - may consider just and reasonable, as 
representing the diminished value by reason 


of wear and tear during the year of any 
machinery or plant used for the purposes 
of the trade and belonging to the person by 
whom it is carried on.”’ It is thought that 
the words “ just and reasonable ” must have 
regard to the rate of allowance, i.e., it 
refers to the diminished value, and not to 
the sumptuousness or otherwise of the 
machine. 

This is emphasised when we come to a 
balancing allowance, which, by Section 17, 
is to be the “ expenditure unallowed ” or 
the excess thereof over the amount received 
on sale, etc. By Section 19, the “‘ amount 
unallowed ”’ is the original expenditure, less 
allowances made. If, therefore, there were 
any merit in restricting the yearly allow- 
ances, it seems that the balancing allowance 
would eventually take up the difference. 

However much we might be inclined to 
sympathise with the Inspector’s viewpoint 
in respects other than those of the law, we 
must deprecate all attempts to interfere in 
the running of businesses. If the Revenue 
are to have the right to curb extravagance 
in running businesses, they will need con- 
siderably larger staffs and the appeal 
tribunals will be kept busy. Many busi- 
nesses are run on ostentatious lines ; those 
running them will say that their methods 
increase profits. The same thing may apply 
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to the luxurious car ; it may, by aggrandise- 
ment of the business, produce more profits ; 
if it does not, then it reduces profits, to the 
loss of the proprietors. No, we are con- 
vinced that this new argument has little 
merit. 


Legacy Duty—Marsginal Relief 


An anomaly has arisen in practice that 
can be seen from the following pro forma 
figures :— 


Estate for estate duty purposes £2,200 
Estate duty at I percent. 22 
Administration costs a a 

£2,150 


The £2,150 is distributed according to 
the will among several persons liable to 20 
per cent. legacy duty. Marginal relief 
reduces the legacy duty to £200. 

After the above is done, a small reversion 
falls in at £30. A corrective affidavit is 
lodged, showing the following extra duties : 


Estate Duty at 1 per cent. £o 6 o 

Legacy Duty owing to 
marginal relief . . 30 0 0 
£30 6 0 


The only way the executors can recover 
the 6s. estate duty and the costs of the 
corrective affidavit (and of the recovery !) 
is by a circular to the beneficiaries. It would 
have to be very carefully worded to con- 
vince them that their shares of the estate 
were reduced because more property had 
come to hand. 


Building Society Interest Received 


Further to the note under this title in our 
last issue, to remove an ambiguity which 
was left by the last paragraph, we ought to 
state that a taxpayer whose sole income is 
from a building society would be entitled to 
set off annual payments against the amount 
received but would not be allowed to gross 
the amount received. For example, if he 
received £100 from the building society he 
could set £100 gross interest paid against 
that interest and a Rule 21 assessment would 
only arise if the actual interest paid (gross) 
exceeded £100. 


Annual Charges Kept in Charge to 
Tax 

A question was recently raised by a 
student which indicates a common ground 
of confusion, namely, the amount of tax 
borne by partners where some or all of 
them are not ultimately liable to bear tax on 
any income at the full standard rate and 
there are annual charges. The following 
illustration exemplifies the point : 
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Assessment 


on 
Partnership 
1948-49 A 
£ 
Sch. D. As- Interest on 
sessment 1,140 Capital 50 
Salary — 
Balance, 
eiess 200 
250 
Less Annual 
Payments 100 2:2:1 40 
210 
Allowances: 
E.LA. £208 41 
P.A. 400 110 
Child 60 —_ 
— 668 —— 152 
£472 £58 
£150 atgs. 2210 o L£50atgs. 710 oO 
222 at6s. 66 12 oO 8at6s. 2 8 o 
100 atgs. 45 0 O 
Tax Tax to 
Payable £134 2 0 beborne £9 18 o 


It will be seen that the partnership must 
keep the annual payments in charge to tax 
at the standard rate, but this is auto- 
matically adjusted by deducting the charges 
in the allocation of the tax. Earned income 
and other allowances can only be given 
against the income after deducting the 
annual charges. 


One Hundred Years of the Inland 
Revenue 

Somerset House has published a _ book 
of 48 pages entitled A Hundred Years ; the 
Board of Inland Revenue, 1849-1949. It is 
priced at 1s. 6d. and any profits from its sale 
will be devoted to Civil Service Charities. 

Our one criticism is that the book is very 
difficult to obtain ; the reviewer has had to 
borrow the copy at the Incorporated 
Accountants’ Library and the Society itself 
obtained a copy of the book only with 
difficulty. Yet this is a book that ought to 
be read by every accountant who deals 
with taxation—and that surely means almost 
all of us. 

The book is written by Mr. Wyn Griffith, 
the Public Relations Officer of the Board, 
and as Sir Eric Bamford (the chairman of 
the Board) says in his foreword : “ He gives 
us no dull chronicle of events. But gradu- 
ally, with odd details of old affairs, odd 
glimpses of robust personalities, he builds 
up a picture of Departmental life which is 
vivid and enduring.” 

It is difficult to pick out from so much 
that is admirable any special points for 
comment. Mr. Griffith is to be con- 
gratulated on his efforts, in which he has 
evidently found great delight. 


Allocation among Partners 


B Cc 

& £ 

30 10 

250 300 

200 100 

480 {10 

40 20 

440 390 

88 78 

110 180 

— 60 
198 ——— 
£242 £72 
—— oe 
£joatgs. 710 0 £50atys. 7 10 o 
192 at6s. 57 12 O 22at6s. 6 12 9 
£65 2 0 £14 2 0 
—_——_—_—_ 


Not the least interesting fact is that the 
Board, as constituted by Act of Parliament 
on February 27, 1849, was itself an amal- 
gamation or consolidation of existing 
separate Departments. Then it had a staff 
of 5,000 ; to-day 47,000; then it collected 
£33 million in a year; to-day £2,000 million, 
Moreover, it then included Customs and 
Excise, which were given their own Board 
in 1909, when the super-tax was introduced. 


We read of obsolete duties, such as the 
railway duty and the newspaper duty 
(every issue of a newspaper had to bear an 
impressed stamp until 1855). We follow the 
history of income tax (re-introduced in 
1842, after Pitt’s tax which lasted from 1798 
to 1816, and renewed for two further periods 
of three years, then for two, then for seven, 
then annually till it became the permanent 
annual tax that we know so well). We learn 
that there was only one “ surveyor ” for the 
City of London until 1862, when the City 
was divided into four districts (to-day there 
are 23 districts plus 5 Schedule E districts), 
and that the Surveyor found income tax 
return forms being used in Billingsgate to 
wrap fish. We are told that in the early years 
income tax was the junior tax, excise taking 
first place; in those days young excise 
officers kicked back doors to see if a dog 
barked, as a check on licences ! 


What is to be said of the embarrassment 
of the Comptroller-General in Scotland, 
when in 1862 the taxpayers of Glasgow 
went on strike because there was insufficient 
staff to collect their money ? As he says in 
his report: “I will venture to affirm that 
the Glasgow of 1862 presents the first 
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of popular commotions and indig- 
tt Sl arising out of the inability 
ae fiscal banker to accept, within a given 
a all the sems tendered to him by loyal 
men voluntarily pressing forward to pay 
their taxes.” History is unlikely to repeat 
this unique episode ! 

Complacency was felt in 1884 when the 
Board reported that income tax “in its 
present form is as good as or better than 
any other that could be devised.” (That 
yas in the year before the foundation of the 
society of Incorporated Accountants and 
the year in which the first correspondence 
tutors were founded.) 

In 1880, the administrative structure was 
consolidated into a form that is little altered 
to-day, and it is worthy of note that the 
Board has just set up a Committee to review 
Departmental organisation. 

In 1907, a single person’s income of £700 
attracted £23 12s. 6d. in income tax; in 
1948-49 it attracts £157 10s. 

Many of us have no doubt wondered 
why there was a Finance (1909-10) Act, 
i910. We learn that it was because the 
House of Lords rejected the Finance Bill in 
i909 (because of super-tax, etc.), and it did 
not become an Act till April, 1910. We can 
imagine the difficulties that arose and the 
additional work imposed on the Revenue 
staff ! 

The history of two war periods, 1914-18 
and 1939-45, shows the growth in the 
department, in number of taxpayers, and 
in tax collections. By 1919/20 : 


Taxation had ceased to be a minor 
consequence of business  transations, 
occasionally troublesome, but generally 
ignored during the conduct of business ; 
it had now become an important factor, 
affecting the shape and nature of dealings. 
“If I do it this way, how will it work out 
for taxation ? ” was a question few busi- 
nesses could afford to ignore before they 
embarked upon ventures of any magni- 
tude. .. . The legal and accountancy pro- 
fessions had been quick to seize upon this 
opportunity of making their advice 
essential to the trading community, and 
the accountants, in particular, soon 
established themselves in the key positions 
they still hold. Forty years ago, an 
accountant was a rare visitor to a Tax 
Office, much outnumbered by solicitors’ 
clerks. . . . When peace came (1919) the 
Department was able to devote itself to 
improving the quality of the work and to 
meet the new challenge from professional 
experts in all forms of taxation and of 
its evasion. 
(We might criticise the use of the word 
“evasion ” here, but let that pass.) 

The period between the two wars showed 
continual growth as “‘ super-tax and sur-tax 
became a battle-ground against evasion.” 


To-day one in every 1,000 inhabitants of 
this country is a member of the Board’s 
staff : 


the remaining 999 are firmly of the 
opinion that . . . they, also, spend a con- 
siderable portion of the year in working 
for the Revenue. It is no longer prudent 
—indeed, it is almost impossible—for 
anyone to conduct his business without 
remembering that the Department is an 
important partner in it. 


We join the author in his quiet words of 
commendation of the staff, and conclude 
with a “ Thank you, Wyn Griffith, for a 
good story worth the telling and admirably 
told ; won’t you, please, write future 
Finance Bills ? ” 


The Burden of Taxation 


The Chancellor of the Exchequer stated 
recently that over the whole field of per- 
sonal expenditure the purchasing power of 
the pound sterling was approximately : 

Year 1914 (average) 100 

June 1948 - 36 
He added that the figure of 36 at June, 1948, 
reflected the cost of living subsidies, saying 
that any figures which ignored these 
subsidies would have no real meaning. 

The table set out below is designed to 

compare what earnings in 1914-15 and 
1948-49 would result in equal purchasing 
power. The taxation figures shown are 
those applicable to a married man entitled 
to allowance for two children. The taxes 
comprised are income tax, super tax and 
sur-tax for the two fiscal years. 


Notices under Section 7 (2), Income 
Tax Act, 1945 

The following letter has been received 
by the Secretary of the Society of Incor- 
porated Accountants from the Board of 
Inland Revenue, and it is published with 
the Board’s permission : 

I am directed by the Board of Inland 
Revenue to say that they have had under 
consideration representations regarding 
the time within which provisional notices 
given under Section 7 (2) of the Income 
Tax Act, 1945, may, if desired, be with- 
drawn. It was agreed in March, 1947, 
that such notices might be withdrawn 
until April 5, 1948, and this time limit 
was extended last March for one further 
year, i.e., until April 5, 1949. The Board 
have now decided to extend the period 
within which such notices may be with- 
drawn by a further twelve months, i.e., 
until April 5, 1950. It should be clearly 
understood that the time limit for with- 
drawal will not be further extended 
beyond that date, and that notices not 
withdrawn by April 5, 1950, will accord- 
ingly be regarded as final. 


Income Tax Payers’ Society 

The standard rate of income tax of gs. in 
£ is described by the Executive Committee 
of the Income Tax Payers’ Society in a 
memorandum to the Chancellor of the 
Exchequer as “a brake on production.” 
They hold that a reduction would be an 
incentive to employers and employed alike. 
They press, too, for some alleviation of 


Example 1914-15 1948-49 the sur-tax burden and _ urge that 
Earnings £520 £1,889 the £2,000 limit on earned income relief 
Taxation be removed. 

for year 20 500 An increased allowance for the replace- 
Net retain- —- 100 ment of plant and machinery is suggested in 

able income £500 X = £1,389 view of the greatly increased cost of replace- 

36 ment. 
1914-15 1948-49 
Gross ‘Taxation Net Corresponding Taxation Gross__|Figures in Col. 
Earnings (100 of Col. C) Earnings |F. expressed as 
ae a percentage of 
36 figures in 
Col. A Col. B. Col. C Col. D Col. E Col. F. Col. A. 
£ £ £ £ £ £ £ 
120 — 120 333 —_ 333 277 
150 —_ 150 417 5 422 283 
200 -- 200 555 47 gol 
253 3 250 694 109 803 317 
305 5 300 833 187 1,020 334 
520 20 500 1,389 500 1,889 363 
789 39° 750 2,083 1,412 3,495 443 
1,062 62 1,000 2,778 2,878 5,656 533 
1,607 107 1,500 4,167 11,223 15,390 958 
2,169 169 2,000 5556 60,784 66,340 3,059 
3,300 300 3,000 8,333 176,267 184,600 5,59! 


This table emphasises the difficulty which confronts individuals who seek to accumulate out of 
current earnings the capital necessary for the development of their business activities, 
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a uch “5 no company carrying on a 
jifferent traci would be likely to acquire. 

In effect, tl eir lordships affirmed sub- 
santially the view taken by the Court of 
Appeal in C.J.R. v. Desoutter Bros., Ltd. 
(1946) , Al! E.R. 58) and, in particular, 
the judgmen: of the Master of the Rolls. 


EP.T.—Business im West Indies specifically 
hequeathed iy testator to his two brothers 
ysident in iVest Indies who had managed 
husiness for hum up to date of his death—Public 

Trustee as executor—Degree of financial control 
jy Public Trustee and business carried on by 
two brothers upon his behalf during adminis- 
ration period —Whether Public Trustee assess- 
able to E.P.T. in respect of business—Finance 
(No. 2) Act, 1915, Section 38—Finance Act, 
1938, Section 42—Finance (No. 2) Act, 1939, 
Sections 12 (1) (2) (5), 14, 17 (1)—Finance 
Act, 1940, Section 28, Schedule V. 

Public Trustee (Evans’ Executor) v. C.I_R. 
(K.B.D., January 20, 1949, T.R. 29), was 
one where the testator had owned a chain- 
store business in the West Indies of which 
his two brothers had had the local manage- 
ment. By his will the Public Trustee had 
been appointed executor and trustee and 
the business had been specifically be- 
queathed to the brothers but had, in 
accordance with English law, been regarded 
as having become vested in the Public 
Trustee, together with all the other assets 
of the estate. An interesting point was 
raised in Court for the first time as to 
whether the business with some real estate 
and leaseholds did actually vest in the 
Public Trustee, but Croom-Johnson, J., 
was not in the circumstances prepared to 
admit its validity. The business had been 
carried on in the same way as before but 
the Public Trustee had exercised a degree 
of financial control and had received an 
abstract of the monthly accounts through- 
out. He regarded himself and was regarded 
by the bank as being liable in respect of the 
business overdraft. The circumstances of 
the case had, in fact, a degree of similarity 
with those in Ogilvie v. Kitton (1908, 
5 T.C. 338), although that case was not 
referred to because the question did not 
arise as to whether the Public Trustee was 
himself carrying on the business in the 
West Indies. The Crown founded its claim 
upon that part of sub-Section (2) of Section 
12 of the Finance (No. 2) Act, 1939, which 
extends the charge to E.P.T. to trades or 
businesses “‘ carried on, whether personally 
or through an agent, by persons ordinarily 
resident in the United Kingdom.” The 
Special Commissioners had held that 
the business had been carried on by 
the Public Trustee through the agency of 
the brothers and was therefore within the 
charging section ; and in an acute judg- 
ment Croom-Johnson, J., affirmed their 
decision. 


One of the interesting points in the case 
was the contention that the charge did not 
extend to a person like the Public Trustee 
who was interested solely in a representative 
capacity. In this connection, attention was 
drawn to sub-Section (5) of Section 12: 
All trades or businesses to which this 
Section applies carried on by the same person 
shall be treated as one trade or business for 
the purposes of this Part of the Act, 
and it was pointed out that if the Public 
Trustee were carrying on as trustee busi- 
nesses in respect of separate estates, say A, 
B and C, then they would all have to be 
aggregated and treated as one business, 


Letters to 


in fact, a reductio ad absurdum. Nevertheless, 
as was pointed out by the judge, the inter- 
pretation suggested would mean _ that 
businesses carried on in this country by an 
executor upon behalf of minors who could 
not carry on business themselves would 
escape E.P.T. and the results would or 
might be “ almost as fantastic, as unreason- 
able, and as undesirable.” He therefore 
held that “* each business must be a business 
which is carried on in the same “‘ capacity,” 
a statement that clearly implies not a 
general capacity as trustee but separate 
capacity as trustee for A, trustee for B, etc. 


the Editor 


Treatment of Profit on Machine 
Sales 

Srr,—I would appreciate 
opinions on the following :— 

X Ltd., which makes up its accounts 
annually to March 31, has sold three 
machines out of twenty-seven machines 
purchased since its incorporation in 1934. 
Adequate depreciation of the twenty-four 
machines still owned has been provided by 
annual charges to profit and loss account to 
which differences between book value and 
proceeds on sale of the three machines have 
also been transferred. Particulars of the 
machines sold are shown in the table below. 
The directors now propose (i) to transfer 
forthwith to capital reserve the profit on 
machine C; (ii) to recommend share- 
holders at their next annual meeting to 
transfer thereto from profit and loss account 
the resultant profit on the two previous 
transactions, and (iii) to consider making a 
tax-free distribution out of the capital 
reserve so obtained. 

It ‘is desired to know what maximum 
sums may strictly be transferred under (i) 
and (ii) above, although it is appreciated 
that £1,200 (i.e., proceeds less cost) may 
safely be transferred. 


readers’ 


A. B. C. 


Machine 
Date of sale .. 


Depreciation to date of sale (also equal to 
wear and tear) ab <5 i 

Book value 

Proceeds on sale 

Profit prior to taxation se we ‘s 

Obsolescence was claimed on A. Ignoring 

all other taxes, Income Tax arising on A 

amounted to .. 

and will arise on C 


Leaving a net profit of 


The University Scheme 

Sir,—It is too early to judge fully the 
advantages of this scheme, brought into 
being by willing co-operation of the 
Universities. 

As a parent and practising accountant I 
have been able to observe the scheme from 
both angles and am quite sure that the 
profession has taken the most important 
step of recent years to increase its per- 
manent efficiency. 

The numbers taking advantage of the 
scheme are very small and this gives me the 
impression that accountants are not recom- 
mending it to their potential articled clerks 
with any vigour. 

I should be interested to know if this is 
due to inertia, to the difficulty of the 
absorption of a new conception, to an 
exaggerated idea of the value of the clerk’s 
early services or the difficulty of adjusting 
the premium to meet the new conditions ? 
This is clearly a subject on which the view 
of accountants should be sought. The 
success of the scheme, and, quite possibly, 
its future existence, demand it. 

Yours faithfully, 
ARTHUR Bovp. 


Newcastle-upon-Tyne. 


Machine A Machine B Machine C Total 


31/3/39 31/3/44 30/9/48 
£ £ £ 
1,000 3,500 4,000 8,500 
600 2,100 3,600 6,300 
400 1,400 400 2,200 
300 4,400 5,000 9,700 
100 loss 3,000 4,600 7,500 
(7/-) | (Assume) 
35 (9/-) 
Relief 
— — 1,620 1,585 
65 (loss) 3,000 2,980 53915 
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FINANCE 


The Month 


in the City 


Sagging Markets 


Up to the date of the Economic Survey for 

1949, which included the balance of pay- 

ments estimates for 1948, the stock markets 

had been increasingly under a cloud. 

Beyond the usual and inevitable trickle 

from the estates of deceased persons and so 

on, there was little sign of any exceptional 
selling by investors, but also there was very 
little demand. The condition was accen- 
tuated by three factors of which it is 
difficult to evaluate the relative importance. 
As from the beginning of the first March 
account the rule of “ free closing” was 
restored, but its operation was limited to a 
single account, instead of two as in pre- 
war days. This meant that anyone can now 
open a speculative position and close it 
within the same account for the payment 
of a single commission. Some “ bear” 
speculation resulted, probably with dis- 
proportionate effects in a market already 
weak. The second factor was the flow of 
new issues. A good deal of this demand is 
for really new money in the sense that it is 
required to meet future payments rather 
than merely to buy up existing securities 
or to repay bank loans, and there may be 
some semi-permanent effect on the level of 
security prices in consequence. Thirdly, 
many published accounts are beginning to 
reflect the first effects of the end of the 
sellers’ market. 

The net result of all this was that up to 
the publication of the Survey there was a 
general sagging in prices. Fixed interest 
securities lost more than their preceding 
month’s rise. The rate of fall in equities 
was accentuated. The yield on Old 
Consols was back to 3.12 per cent., the 
gilt-edged index of the Financial Times was 
113.63 against 113.94, and their general 
fixed interest figure was 133.73 against 
134.15. Meanwhile the equity index had 
dropped to 114.5 or 8.2 points in some six- 
and-a-half weeks. To fill out the picture, 
be it noted that something over one-third 
of the previous month’s rally in gold mining 
shares had been lost, it now being appre- 
ciated that no really significant rise in the 
net income of the mines could be expected. 

The first reaction of the public to the 
Economic Survey was almost wholly un- 
favourable. They are profoundly sceptical 
concerning estimates of increased produc- 
tion and implications of higher profit. What 
they saw plainly was that disinflation was 
still to be the order of the day, and by now 
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that word is associated with lower share 
prices. What they read into it was that there 
is no real scope for a net reduction in taxa- 
tion. There was a general and sharper fall 
in quotations, equities dropped from 113.7 
to 111.2. However, there has since been a 
partial rally, fixed interest securities having 
regained the small loss and equities being 
back to 112.6. 


** Redeemable ’’ Preference Shares 


During the past quarter of a century it has 
been almost a commonplace that the risks 
of preference shares in times of world unrest 
are unduly great. Thus this type of invest- 
ment, which has considerable attractions 
to those raising the money, became un- 
popular with investors. The rate of 
dividend to be offered on new issues rose. 
In an attempt to make the preference share 
more secure the Companies Act of 1929 
made the issue of redeemable shares 
possible. Redeemability would protect the 
holders from fluctuations in the rate of 
interest—to the extent that it would limit 
the depreciation possible if the rate rose— 
while giving the company an escape from 
unduly high rates if monetary policy made 
lower ones feasible. However, the redeem- 
able preference did not seem to have 
enjoyed the popularity which some think it 
deserved. Recently there has been a return 

to a use of this form of capital—but with a 

difference ! Many companies are making 

issues of so-called redeemable preference 

shares—but they are shares without a final 

redemption date. That is to say, the holder 

is in this respect in the same position as an 

investor in the so-called irredeemable 

stocks of the British Government. That is, 

his stocks will be repaid promptly at the 

earliest possible redemption date if the rate 
of interest falls appreciably, but if it rises 

there is no protection whatever to the 
holder against the inevitable fall in capital 
value. It is true that in most cases the 
holder has some protection against a fall 
in the rate of interest, for it is usually 
provided that if repayment is effected after 
a short period a premium shall be paid, its 
amount normally falling to or towards 
zero after fifteen years or so. 

These securities were presumably con- 
ceived to meet the expectation that official 
policy would force lower and lower rates of 
interest. A fundamental factor now is that 
there is, and will be for many years, a 
shortage of saving. That should mean 


higher rates, not lower. I: ; 


Nains to be 
seen how far the authorities , "| be able t, 
secure their ends by physicai -ontrols as 
moral suasion or whether they wil 
eventually have to use the ra:- of interes, 
to limit and render more “lective the 


capital investment of the coun +y. [py any 
case, the investor should rea ise that in 
buying redeemable shares wii no fina) 
date of repayment he is foregy': 
the protection such securities 
ally designed to provide. 
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Zinc Consolidation 


An interesting development in the bay 
metal field is the new scheme fcr the con. 
solidation of the interests of Zinc Cor. 
poration and the formation of a new com. 
pany. Zinc Corporation alreacy controls 
Broken Hill Corporation, Imperia! Smelting 
and Enterprise Power ; the first of these js 
to buy virtually the whole capital of Syl. 
phide Corporation. If the plan goss 
through in its entirety, a new concern, The 
Consolidated Zinc Corporation, will own 
the entire capital of the Zinc and Sulphide 
Corporations ; of two, apparently private, 
Australian subsidiaries ; the whole ordinary 
capital of Imperial Smelting ; 50 per cent. 
of Broken Hill Associated Smelters ; and 
32 per cent. of New Broken Hill Con- 
solidated and an Australian electric power 
concern. As part of the process, holders of 
the capital in Zinc Corporation, which has 
a nominal value of £1,534,000 odd, will 
receive £976,626 4} per cent. preference 
and £6,547,947 ordinary capital in the 
new C.Z.C. The scheme provides for the 
raising of the total capital of that concer 
to £11,024,573 by the creation and issue 
of further preference shares to finance the 
purchase of Sulphide Corporation and to 
buy up the existing preference capital of 
Broken Hill Corporation. When this is done 
the only major holding in the hands of the 
public will be the £2 million odd of 6} 
per cent. preference shares of Imperial 
Smelting. 


BOOKS RECEIVED 


THE LAW OF LANDLORD AND TENANT. By 
R. Borregaard, m.A., Barrister-at-Law. 
Second edition. (Stevens @ Sons, Lid., 
London. Price 4s. net.) 


COMMON LAW LIABILITY OF MASTER TO 
SERVANT. By Francis P. Coombes, Barrister- 
at-Law, and J. E. Jackson, s.com. (Stone 
& Cox, Lid., London. Price 5s. 6d. net.) 


THE TRANSPORT ACT, 1947, AS IT AFFECTS 
ROAD TRANSPORT. By G. W. Quick Smith, 
LL.B., Barrister-at-Law. (Thames Bank 
Publishing Co., Ltd., 1773 London Road, 
Leigh-on-Sea, Essex. Price £1 5s. net.) 


Conservé 
Quite ob 
palance-s! 
of the fixe 
yet the be 
ation and 
latter sum 
requirem: 
shown at 
year-end, 
since that 
ery; mot 
vehicles, 
jand stan 
ation sir 
£8,847- 
profits Is 
discussio’ 
costs. 
holders i 
The dire 
as the co’ 
and loss 
left to s] 
followin: 
ment ar 
account 
presenta 


appeal t 


A Colu 


Bignells. 
give det 
The fir: 
balance 
additior 
Columr 
to the 
depreci 
written 
the cot 
year in 
the cor 
plainec 
there a 
profit, 

ation. 

howev: 
and sil 
up fro 


basis, 
includ 


4% Ms, oo, eee) ee. Rae a ae |C. !)  e 
: a Caer (2 see} 26 7 7 . ae ee Pe Peco. ae eyes ty BS uk. mein ae 
: ae ie Ue BEEN cr ne ap canes * Ba = ee eet Bec Uy ees <r . : ; a Pe anon oo: é 
% A 3 * sd Pa? 
a m » : 
a , 
2 
a —————$——$——$—$—$—$— 
. 
| a _ 
es 
4 
©, 
4 
oT 
. 
* NN LL 
, | 
| ee 
> may Ww 
ee 7 
» . 
In vie’ 
tation 
of cor 
: mz 
ate Age . ‘ a 2 7 E. . . os 9 ae: > ae Baee ys Pe per: i 
¥ : SS as ea Se ee ee Bo a ie, Eva wet . | Sas pe iC. eh ee et el i 7 a," a Car a, . <p) se fr wee s 


Points from Published Accounts 


—_ 


conservative Depreciation Policy 
Quite obviously the Avon India Rubber 
balance-she-* understates the present values 
of the fixed assets. They stand in at £606,751 
yet the board provides £72,126 for depreci- 
ation and retains from profits £122,028, the 
latter sum dwarfing the Ordinary dividend 
requirements of £19,250. Fixed assets are 
shown at their net book value at the previous 
year-end, and the principal depreciation 
since that date is in respect of plant, machin- 
ery, moulds, furniture, office equipment, 
vehicles, etc. The freehold premises and 
land stand in at£319,803, and the depreci- 
ation since the previous year-end totals 
£8,847. The conservative handling of 
profits is interesting in view of the current 
discussion on replacement costs and historical 
ests. The annual statement for share- 
holders is well compiled and is in book form. 
The directors’ report is entirely factual, and 
as the company has no subsidiaries the profit 
and loss account and the appropriations are 
left to speak for themselves. On the page 
following the report is the chairman’s state- 
ment and then follows the profit and loss 
account and balance-sheet. This system of 
presentation has an orderliness which should 
appeal to the company’s shareholders. 


A Columnar Balance-sheet 


Bignells, the boot and shoe manufacturers, 
give details of their fixed assets insix columns. 
The first shows the cost figure at the last 
balance-sheet date, and the second the 
additions made during the financial year. 
Columns three and four show depreciation 
to the last balance-sheet date and the 
depreciation for the year, column five the 
written-down amounts, and the last column 
the corresponding figure for the previous 
year in red. In the profit and loss account 
the company makes an unusual and unex- 
plained departure from normal practice, for 
there are no comparative figures of trading 
profit, depreciation and directors’ remuner- 
ation. After striking a balance of these items, 
however, comparative figures are included, 
and since the net surplus subject to tax is 
up from £59,205 te £66,298 shareholders 
may wonder why a complete comparison is 
not provided. 


An Austere Report 


In view of the many changes in the presen- 
tation of the accounts, and the unavailability 
of complete figures for 1947 on the same 
basis, the latest accounts of Carreras do not 


include comparative figures. For a company 


of this size—total assets are £18-8 million— 
it must be said that the published accounts 
are scanty in their information. They are 
crammed into two foolscap pages. Comment 
on the results is reserved for the annual 
meeting, and it is left to the financial Press 
to interpret the accounts for shareholders. 
While this is a duty faithfully undertaken 
because of the company’s stature, the board 
is not excused from telling shareholders how 
the results compare with those of the 
previous year. With this document alone 
investors in the company do not know if 
profits have risen or fallen or if the dividend 
has been reduced, maintained or increased. 
Neither can they interpret the significance 
of bank loans totalling £3,450,661. (In 
actual fact the parent’s bank indebtedness 
has been reduced, a result of the policy of 
conserving dollars and living on leaf stocks 
in 1948.) This is a case where the chair- 
man’s speech would have been a valuable 
accompaniment to the report. 

Parent and consolidated profit and loss 
accounts and balance-sheets are set opposite 
each other, which has the virtue of eliminat- 
ing thumbing backwards and forwards, and 
shareholders can see at a glance the 
amount of profits retained since there are 
no reserve allocations. But owing to the 
principle of multum in parvo the footnotes to 
the accounts are in microscopic type. The 
most interesting of them relates to exchange 
conversion of items in the balance-sheets of 
the Canadian companies. Fixed assets of 
these have been converted at the date when 
a majority interest in those companies was 
first acquired—at the rate then ruling, and 
subsequent additions at the average rates 
of the years of acquisitions. Depreciation 
has been converted at the average rate 
applicable to the total of the appropriate 
sub-division of fixed assets. Current assets 
and liabilities have been converted at the 
balance-sheet date, and profits and losses 
(other than depreciation) at the average 
rates of the years when made or incurred. 


Indexing the Accounts 

Some chairmen give their shareholders a 
conducted tour of the accounts which is 
entirely platitudinous and stops short only 
of pointing out that both sides of the 
balance-sheet have the same total! The 
1948 accounts of F. W. Woolworth are 
accompanied by the chairman’s speech, 
which is of a different kind. All the main 
items dre numbered, with the subsidiary 
items given a letter. For example, fixed 
assets are item 5, freeholds 5 (a), leaseholds 
5 (6), and fixtures and fittings 5 (c). When 


the chairman has something constructive to 
say about an item he mentions it by 
number and name before passing comment. 
With the accounts drawn up at the end of 
the calendar year this £41.4 million chain 
store undertaking carried £14 million in 
cash and stocks of £6,009,773. The former 
was probably at a peak and the latter at a 
nadir, reflecting the hangover after the 
Christmas orgy of spending. 


Lack of Comparative Figures 


In its annual report Phillips Rubber Soles 
adopts a conventional form of setting out 
the disposal of the year’s net profits and 
goes to the trouble of including comparative 
figures, italicised and in brackets. A fall 
in net profits is shown and it would have 
been useful if comparative figures had been 
included in the accounts. That they are not 
suggests either that there has been a marked 
fall in the trading balance, or that in past 
years the subsidiaries have distributed most 
of their profits to the parent. Since the 
company promises to provide corresponding 
figures in future years the present secrecy 
may be unwelcome to shareholders. Rather 
surprisingly, the consolidated assets total 
is less than that of the parent alone. This 
is because the excess of cost of investments 
in subsidiary companies over their par 
value has been written off by a per contra 
deduction from the reserves and undivided 
profits balance. 


Apology to Brooke Bond & Co., Ltd. 


In a note on the Brooke Bond accounts in 
last month’s issue the total dividend was 
given incorrectly as 12} per cent., instead 
of 224 per cent. We also stated that the 
dividend was “frozen” at 12} per cent. 
We are informed by the company that no 
undertaking has been given about the rate 
of dividend one way or the other. It was also 
stated that shareholders were not asked to 
consent to the reserve capitalisation, but to 
ratify an agreement between the company 
and a sharcholders’ representative. This 
statement was not correct, since a special 
resolution for the reserve capitalisation was 
passed at an extraordinary general meeting 
of the company of which due notice had 
been given. Furthermore, the agreement 
which shareholders were asked to ratify is 
necessary under the company’s articles 
and it was approved by holders of go per 
cent. of the nominal amount of both classes 
of share capital. They were wise to do so, 
and it was in a jesting mood that we pointed 
out a month ago that there was no oppor- 
tunity on the form of ratification for share- 
holders to oppose the agreement. We 
apologise for these mis-statements and are 
grateful to the company for giving us this 
opportunity of correcting ourselves. 
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and 1949, 1 All E.R. 430) 4 Settlemen 
empowered the trustees to invest the tn 
funds “‘ in or upon such inv: stments a 
them may seem fit.” The cuestion that 


arose for decision was whethe on ness I 
Legal N otes construction of these words, the Pea Me abi 
had an unrestricted discretion to invest in fg within the 
such investments as they thought fit, or gecided t 
: ; whether their discretion was iimited to the Ma of excess I 
Bankruptcy—Debtor’s right to challenge trustee’s in intervening at the instance ofa bankrupt, trustee range of investments After 5 of the bus 
administration of the estate. but his Lordship did not propose to define ferring to a number of authorities which was not. 
Section 80 of the Bankruptcy Act, 1914, those circumstances except to say that in the —_Jaid it down that investment clauses should 
provides that : absence of fraud the Court will not intervene be strictly construed, and should not be —_— 
If the bankrupt, or any of the creditors, in the day-to-day management of the jnterpreted as authorising investment 
or any other person, is aggrieved by any State, nor will it allow the debtor to ques- outside the trustee range unless that inten. } 
act or decision of the trustee, he may tion the bona-fide exercise by the trustee of tion was unambiguously indicated by the 
apply to the Court, and the Court may _ his discretion or to hold the trustee liable clause, Jenkins, J., decided that under the oe 
confirm, reverse or modify the act or for an error of judgment. In the circum- jnvestment clause in question the trustees (C. Arthur 
decision complained of, and make such stances of the case before him the learned had power to invest in any investment, [q This boo 
order . . . as it thinks just. Judge dismissed the motion. On the which they honestly thought to be desirable J to-date g 
Section 105 (b) enacts that : debtor’s claim that the trustee should be investments, and were not limited to the on the t 
ee ae removed in favour of the Official Receiver, range of trustee securities. Exchang 
- . every Court having jurisdiction in his Lordship pointed out that the debtor’s cs 
bankruptcy under this Act shall have only remedy was to apply to the Board of will—G; . , Be hs &s 
full power to decide all questions . . . . ’ ift of goodwill of business and certain HB brave at' 
Pp q : Trade under Section 95 of the Act; and assets connected with the business, subj 
whether of law or fact, which may arise ; gO veneg > Subject t BM and the | 
ps ‘ qi the Board of Trade (not the debtor) had the discharge of liabilities in respect of the business— 
= aan of re ae “ae power, in case of misconduct, to interfere Construction. ooo 
e nce 0 , . , 4 ambi 
deo Gea tes dn cain ox wer pal mg ted be Sas S proper re In re Betts deceased, Burnell v. Betts (1949, HH with its 
necessary to decide for the purpose of P : W.N. 91) the will contained provisions of a grave de 
doing complete justice or making a com- wit Com pany formed by testater—Pomer to not weniint kind, giving to certain The 2 
plete distribution of property in any trustees of will to appoint themselves as directors— iat markets, 
such case. Liabili ; the goodwill of my business .. . to. : 
ility to account for remuneration. ; -— s the vari 
In re a Debtor, ex parte The Debtor v. p> 3 : gether with the stock, utensils in trade, s woot 
Dodwell (the Trustee) (1949, W.N.g5) the , 1” " Llewellin’s Will Trusts, Griffiths v. vehicles and plant connected therewith, me ae 
bankrupt took out a motion, which Wilcox (1949, W.N. gt) the testator had the debts due to me in respect of the said Where 
Harman, J., described as bold and novel been the sole proprietor of a business, which business and the sum of £1,000, upon of the S 
and in some respects impudent, asking for he had sold to a limited company of which this condition, viz., that (they) discharge [JP 
relief under a number of heads against the he became and remained till his death - all the liabilities outstanding in respect of JB W406 
trustee. It included a claim for an inquiry director. By his will he empowered his the said business as at the date of my --+° 
into the disposal of the contents of the ‘USt#es: death. which n 
bankrupt’s dwelling-house some seven years to make arrangements with the said The Court was asked to determine a jm ment V2 
before; an injunction restraining the company for the appointment of my said yyumber of questions as to what assets and are anot 
trustee from disposing of any of the assets ; trustees or either of them or any other debts fell within the terms of the will. seems t¢ 
an order removing the trustee and appoint- pos eS 8 dir ector or managing A bank balance of £1,286 standing to the JJ attempt: 
ing the Official Receiver in his stead ; an director of the said company in my place. credit of the testator’s “ business account” industris 
order appointing the debtor general Two of the trustees took office as managing was held by Roxburgh, J., not to be might h 
manager of the estate ; an inquiry into the director and director accordingly and asked _included in the gift. A credit at a bank isa J jhe pos 
trustee’s remuneration and his costs and the Court whether, although they were debt due from the bank, but the learned & out of c 
charges in managing the estate; an order trustees, they were entitled to retain for Judge held that the credit in question was the futu 
directing the trustee to pay all the creditors their own benefit the remuneration paid to not “ a debt due to me in respect of the said cml 
except the Revenue ; and alternatively an them for acting as managing director and _ business,” which words, he thought, were “a 
order re-vesting the estate in the debtor. director. Jenkins, J., after quoting the intended to refer to debts due from trade eer 
The learned Judge pointed out, in the general principle that, unless there was any debtors. The same applied to tax reserve amet 
first place, that the essence of the bank- indication in the will ofa contrary intention, certificates. Similarly the learned Judge B“* 
ruptcy law was that the bankrupt was only a trustee may not profit from his trust, and __ held that “ liabilities outstanding in respect tainly 
relieved of his debts at the price of being after referring to In re Gee (1948, 1 Ch. 284), of the said business” referred to trade J where, 
stripped of his property; and as this held that on the true construction of the creditors, and accordingly did not includea JB /apses : 
property vested in the trustee in trust for will the trustees were entitled to arrange debt due from the testator to a person who & before 
the creditors and not for the debtor, it with the company for their appointment had worked in his business for a number of & “ But t 
followed that the trustee could only be and for their remuneration, and were not years, or that person’s claim to a com- & of such 
accountable to the debtor for the manage- liable to account for it to the trust estate. mission by way of share of profits, which he The 
ment of the estate if the debtor could show had left on deposit in the business. A & this bo. 
that there would or might (but for the  Settlement—Power given to trustees to invest question also arose as to whether certain B ¢-4..) 
trustee’s mismanagement) be a surplus of moneys “in or upon such investments as to them sums said to be due in respect of income dite 
assets after satisfying the creditors. may seem fit.” tax under Schedule D were liabilities in ‘td de 
Secondly, Section 80 showed that circum- In re Harari’s Settlement Trusts, Words- respect of the business. These sums had seslties 


- stances can arise which will justify the Court 
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worth v. Fanshawe and others (1949, W.N. 79, 


been arrived at in the assessment by taking 
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rofits and allowing him an 


5 ) 
eee . allowance and other per- 
nal allowances. The Court held that these 
b that jabilites, calculated by mixing together 
e true Ma business matters and private affairs, were 
tee; not liabilities 1 respect of the business 
est in Mg within the meaning of the will. It was also 
ve decided that an amount owing in respect 
tO the [Mp of excess profits tax was a liability in respect 
T re. Ma of the business, but a sum owing for sur-tax 
which was not. 
hould 
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“fF Publications 
ro pROFITABLE INVESTMENT. By A. G. Jenkins. 
the Tc Arthur Pearson, Ltd., London. Price 6s. net) 
“em This book is intended to be a concise, up- 
able [Mg to-date guide to the “ man in the street ” 
the Mon the theory and practice of the Stock 
Exchange. The author tries to accomplish 
his task in 170 pages, and makes a very 
Main TE brave attempt. The book is “ readable ” 
t TP ond the contents are made palatable to all 
S~ ® asses of readers. However, the very 
ambitious scope of the book, contrasted 
49, H® with its limited size, must in itself cause 
fa grave defects. 
= The author deals with the theory of 
markets, the working of the Stock Exchange, 
© BF the various types of securities, new issues 
m and post-war trends in investment matters. 
j , Where he comments on individual sections 
on fy ° the Stock Exchange the author is most 
ge fp open to criticism. After a very prudent 
of i warning in the introductory chapter that 
ny |... © dividend limitation and other plans 
which make it impossible to assess invest- 
a @ ment values from one minute to the next 
id # are another post-war problem ” the author 
seems to ignore his own wise words and 
he # attempts to analyse the merits of individual 
” & industries as avenues for investment. He 
* @ might have guarded more carefully against 
4 & the possibility of his statements becoming 
1 OF cut of date. Thus his optimism concerning 
: the future of commodity prices has received 
. a rude shock from the behaviour of the 


American markets in recent weeks. With 
Throgmorton Street a new “ depressed 
area” in the City, stock-brokers will cer- 
tainly smile ruefully at the paragraph 
where, after commenting on periodical 
lapses in turnover on the Stock Exchange 
before the war, Mr. Jenkins boldly says : 
“But there seems little chance of a return 
of such slack times. . . .” 

The analytical and theoretical parts of 
this book are well worth studying. But the 
factual parts may in places mislead pre- 
cisely those laymen for whom the book was 
intended as a guide, so rapidly does the 
Position change nowadays. G. J. H. 
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EXAMINATION HONOURS, 1948 
Tue CounciL HAS MADE THE FOLLOWING 
awards: 

Gold Medal for 1948, and the Henry 
Morgan Memorial Prize, to Frederic Harold 
King (with F. L. Gardiner & Co., Scar- 
borough), who obtained the First Certificate 
of Merit and First Prize in the Final 
Examination held in May, 1948. 

Silver Medal for 1948, and the Arthur E. 
Piggott (Manchester) Prize, to James 
Darrell Nightingirl (with Kingscott, Dix 
& Co., Gloucester), who obtained the 
Second Certificate of Merit and Second 
Prize in the Final Examination held in 
May, 1948. 

Sir James Martin Memorial Exhibition 
to Desmond Edward Dewell (with Hill, 
Vellacott & Co., London), who obtained 
the First Place Certificate (bracketed with 
another candidate) in the Intermediate 
Examination, October, 1948. 


MEMBERSHIP 


The following promotions in, and addi- 
tions to, the membership of the Society 
have been completed in the period 
December 14, 1948, to March 11, 1949: 


ASSOCIATES TO FELLOWS 

BOWEN, Alex. (Bowen, Dawes, Wagstaff 
& Co.), Worcester. COOPER, Francis 
George Arthur (Larking, Larking @ Whiting), 
Wisbech. DAWES, Harold John Cooper 
(Bowen, Dawes, Wagstaff & Co.), Worcester. 
DEACON, Lily Sabina (Campbell @& Co.), 
Wolverhampton. DYKE, John (Dyke @& 
Ruscoe), Shrewsbury. GIBB, John Cecil 
(Robert T. Dunlop G&G Co.), Glasgow. 
GODFREY, Brian Conquest (Godfrey, Laws 
@ Co.), Luton. HALLETT, Bernard, 
Ellesmere, Shropshire. HENDERSON, 
Ernest, Borough Treasurer and Accountant, 
Hackney, London. HILL, George (Cun- 
ningham, Priestley © Co.), Sheffield. 
HUNTER, Robert John, Portadown, Co. 
Armagh. McCANN, Herbert Alexander 
(McCann, Bentley G&G Co.), London. 
MORRIS, Leslie Seymour (7. Turketine @& 
Co.), London. NORFOLK, Arthur 
Edward (Carlill, Burkinshaw @ Ferguson), 
Hull. PALMER, Clifford Charles, Col- 
chester. PARAMOUR, Joseph Richard 
(Saffery, Sons & Co.), London. RAINE, 
Harry Norman (Tranmer & Raine), Hull. 
RIVERS, Alfred Peter (Secretary and 
Accountant MHovis,  Lid.), London. 
ROSE, Lawrence Digby (Lawrence D. Rose 


& Co.), London. SAMUDA, Wilfrid 
Sylvester (Samuda, Beresford @ Co.), Wor- 
cester Park, Surrey. SANDAL, Alan 
Bertram (Larking, Larking © Whiting), 
Wisbech. SHEARD, Ernest (Fred Sheard 
& Sons), Huddersfield. SHEARD, Percy 
(Fred Sheard ©@ Sons), Huddersfield. 
SNELL, Rowland Wedgewood (Critchley 
& Co.), Abingdon. SWINBOURN, Fred- 
erick Bertie (7. Turketine & Co.), London. 
WALKER, Benjamin (John Lewis & Co.), 
Birmingham. WHEATLEY, Clarence 
(W. G. A. Russell G Co., and F. Durie 
Kerr, Watson & Co.), Birmingham. WOOD, 
Alan (H. Lomax @& Co.), Manchester. 
WOOD, John Willis (Carlill, Burkinshaw 
& Ferguson), Hull. 
ASSOCIATES 

ALEXANDER, Harry, with S. E. 
Cottam & Sons, Manchester. ASH- 
WORTH, Donald James, with Armitage & 
Norton, Leeds. ASTLE, John, with R. R. 
France & Co., Leeds. BAYFIELD, Denis, 
with Hilton, Sharp & Clarke, Brighton. 
BEALE, Bertram George, with William 
Clark & Stephens, Newport, Mon. BEAU- 
MONT, Arthur William, formerly with 
H. P. Gould & Son, Norwich. BEESE, 
Roger Henry George, with William Clark 
& Stephens, Newport, Mon. BENTLEY, 
Ralph (Woolley @& Waldron), Southamp- 
ton. BES, John Etienne, with Deloitte, 
Plender, Griffiths & Co., London. BIELLA, 
John Eugene Edward, with Taylor & Har- 
man, Oxted. BLUNDELL, with Michael 
Stanley, formerly with Mundy, Brewer & 
Johnson, Bath. BOYCE, Reginald Henry, 
formerly with Singleton, Fabian & Co., 
London. BOYNE, Michael Francis, with 
Robert J. Kidney & Co., Dublin. BRATLS- 
FORD, Harold Bower, Borough Treasurer’s 
Department, Wembley. BRAZIER, Leslie 
Herbert, with Rickard & Co., Southend-on- 
Sea. BRAZIER, Robert William, with 
Hatfield, Dixon & Co., London. BROWN, 
Alan (Brown, Lewis @ White), Belfast. 
BROWN, George Charles Abbott, with 
Crane, Houghton & Crane, London. 
BURGESS, Edward Herbert, with Allen, 
Baldry, Holman & Best, London. BUR- 
RELL, Alan Frederick, with Small- 
field, Fitzhugh, Tillett & Co., London. 
BUSH, Rex, with Keens, Shay, Keens & 
Co., London. CADDICK, Arthur Donald, 
Deputy Borough Treasurer, Oldbury. 
CAMPBELL, Angus, formerly with 
James & J. H. Paterson, Greenock. 
CARR, Gordon, with S. E. Denning 
& Co., London. CARTER, Horace 
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Herbert, with J. E. Denney, Bogle 
& Co., London. CHALKLEY, John 
Herbert, with Deloitte, Plender, Griffiths 
* & Co., London. CHAPMAN, Leonard, 
with Wade, Hustwick & Sons, Bradford. 
COCKCROFT, Harry, with Deloitte, 
Plender, Griffiths & Co., London. COL- 
LIER, Frank David, with David Smith, 
Garnett & Co., Manchester. COOKE, 
Kenneth Edward Armytage, Borough 
Treasurer’s Department, Watford. COOPE, 
John Tonge, with F. W. Coope & Co., 
Blackpool. COSSON, Alfred Farley, with 
Wilson, Bigg & Co., London. CRAPPER, 
Maurice Charles, with Maurice J. Bushell 
& Co., London. CRUMPTON, Ronald, 
with O. W. Davies, Mumford & Co., 
Kidderminster. CURWEN, | Stewart 
Robert, with Clements, Hakim & Co., 
London. DAVIDSON, James Thompson, 
London (Practising Accountant). DAW- 
SON, Charles Hugh, with Jones, Robathan, 
Thompson & Co., Newport, Mon. 
DOMAN, Ivor Henry, with William Clark 
& Stephens, Newport, Mon. DONALD- 
SON, Robert, with John J. Welch & Co., 
Kelso. EADE, David Derrick, with 
Thomas May & Co., Leicester. ED- 
WARDS, John, with Crompton & Co., 
Coventry. ELLIOTT, John Joseph, with 
F. R. O’Connor, Dublin. FIELDING, 
Maurice Henry, with Sharman & Armson, 
Leicester. FOGG, Richard James Albert, 
with Morgan, Back & Co., London. 
FOLEY, Kenneth, with Withers & Clare, 
Manchester. FORSTER, Kenneth Robert, 
with Peat, Marwick, Mitchell & Co., 
Middlesbrough. GALE, John Henry, with 
Eric Phillips & Co., London. GIBBS, Peter 
Henry, with Archibald Brown & Bissell, 
Birmingham. GLEADELL, Frederick 
Arthur, with Mellors, Basden & Mellors, 
Nottingham. GODBER, Frederick Harry, 
with H. G. Ellis, Kennewell & Co., 
Nottingham. GOODWIN, George Her- 
bert, with Henry J. Burgess & Co., London. 
GRAY, John Clifford, with Pike, Russell & 
Co., London. GREEN, Michael Anthony, 
with Thornton & Thornton, London. 
HAMILTON, Archibald, with James 
Condie & Co., Dunfermline. HARTLEY, 
Leslie, with Whitfield & Co., Leeds. 
HERON, Bernard Maxwell, London. 
HILL, Ronald Alfred, with Buzzacott, 
Lillywhite & Co., London. HOLMES, 
Frederick Shales, with Camm, Metcalfe, 
Best & Co., Sheffield. HORSTMAN, 
Frederick Gordon, with Alfred Laban, Son 
& Co., London. HOUSLEY, Harvey 
William, with Prior & Palmer, Notting- 
ham. HUNT, Geoffrey Frederick, with 
C. N. Walter, Lester & Co., London. 
HURST, Cyril Grundy, with Crofts & 
Naylor, Manchester. JACKSON, William 
Sidney, with Chipchase, Wood & Jacobs, 
London. JARMAN, Philip Austin, with 
Edward Bicker & Son, Bournemouth. 
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JOHNSON, Alan Frank, with Westlake, 
Clark & Co., Southampton. KITCHEN, 
Arthur Frederick Cotton, with A. J. North- 
cott, Lyddon & Co., Plymouth. LAKE, 
George, with J. Oakley Worrall, Liverpool. 
LAKE, Leslie Richard, with Peat, Marwick, 
Mitchell & Co., London. LANGLEY, 
Thomas Richard, formerly with Griffin & 
Co., Birmingham. LEARY, Dennis 
William, with Gladstone, Titley & Co., 
London. LEDGER, William, with H. 
Menzies & Co., Kingston-upon-Thames. 
LEE, Harry Francis, with Daffern & Co., 
Coventry. LEE-SMITH, Dennis Walter, 
with MacIntyre, Hudson & Co., London. 
LENDRUM, Peter, with Jackson, Pixley 
& Co., London. LEVITT, Clifford Edgar, 
with Fred A. Fitton, Wilson, Smith & 
Martin, Manchester. LEWIS, Bernard 
James, with Harper, Kent & Wheeler, 
Shrewsbury. LEWIS, Donald James, with 
Gwillim & Co., Wolverhampton. LIN- 
TON, John James, with J. W. Close, Hirst 
& Co., Leeds. LIPSCOMB, Frederick 
Augustus, with C. N. Walter, Lester & Co., 
London. LIVESEY, Philip Grimshaw, 
with J. D. Hamer & Co., Manchester. 
LLOYD, Anthony Henry, with Roland 
Dawes & Co., Birmingham. LLOYD, Rex 
Lewis, with Crombie, Lacon & Stevens, 
Wolverhampton. LOUGH, Francis 
Baxter, with Walter Baker & Co., Berwick- 
on-Tweed. McELROY, John Stanley, 
with Rawlinson, Allen & White, Sligo. 
McNEIL, Bernard Charles, with Simpson, 
Wreford & Co., London. McNULTY, 
Joshua, with J. H. Lord & Co., Bacup. 
MAIN, Donald Ian, with Pannell, 
Crewdson & Hardy, London. MANS- 
FIELD, Terence Nicholas Tremlet, with 
Phillips & Trump, Cardiff. MARR, Alex- 
ander Taylor, formerly with Wm. Home, 
Cook & Co., Edinburgh. MARTIN, 
John Anthony, with Peat, Marwick, 
Mitchell & Co., London. MATTHEWS, 
John Walter, formerly with Kinnear, Webb 
& Co., London. MAYSMOR-GEE, 
Thomas Charles, formerly with Baker & 
Co., Leicester. MEADE, Eric Cubitt, with 
Whitehall, Marsh, Jackson & Co., London. 
MENDHAM, Albert Charles, with Rickard 
& Co., London. MERCHANT, John 
Leonard (H. A. Merchant & Co.), London. 
MONTAGUE, Gerald Trevelyan, with 
Cassleton, Elliott & Co., London. MOR- 
GAN, Donald Cecil, with Morgan, Back & 
Co., London. MURTI, Vedantam Gopala 
Krishna, B.sc., formerly with Sastri & Shah, 
Madras. MORRIS, John Peter Mervyn, 
with S. J. G. Southon & Co., Exmouth. 
MUNDAY, Robert Cecil, London. 
MYERS, Harold, with George Lang & Co., 
Newcastle-upon-Tyne. NEILL, John 
Francis Goodland, with Pelham, Plunkett 
& Co., Waterford. NICHOLAS, Albert 
Frank, with Roberts, Hall & Co., Birm- 
ingham. NORTHON, Walter George, with 


Peat, Marwick, Mitchell & Co., Leed 
NUDD, Arthur Leonard, Adit Depart 
ment, Co-operative Wholesale Society 
Limited, London. NUNN, David Michag 
(Nunn & Nunn), London. OLIVER, John 
with Fred A. Fitton, Wilson, Smith ¢ 
Martin, Manchester. PAL MER, Peter 
Frederick, with Saunders, Daffarn & 
Saunders, London. PATTERSON, John 
Campbell, with Frederick Dall, Gray & 
Co., Coleraine. PEAT, John Beadman 
formerly County Treasurer’s Department, 
Stafford. PERRY, Albert Edward, with 
Page, Simpson & Co., London. PLANT 
Geoffrey, with Clement Keys & Son 
Birmingham. PLEASANCE, Roy Thomas 
with Price, Waterhouse & Co., London, 
PORTSMOUTH, Noel Douglas, formerly 
with C. F. Middleton & Co., London, 
POTTER, Charles Arthur John, Borough 
Treasurer’s Department, Poplar, London, 
PREECE, Harry § Arthur, Borough 
Treasurer, Christchurch, Hants. REY. 
NOLDS, Norman Donald, with Allsop & 
Crabbe, Birmingham. RIDLER, Alay 
Sidney, with Morton, Hulatt & (, 
Belfast. ROBERTS, Gwilym, with Mellors, 
Basden & Mellors, Nottingham, 
ROBERTS, John Frederick, with Blease & 
Sons, Liverpool ROBINSON, Ernest 
Roland, formerly with Edmund D. White 
& Sons, Liverpool. RUSHTON, George 
Eric, with Henry Sykes, Haworth & Co,, 
Bradford. SHEPPARD, Audrey Crampton, 
with Harold T. Hooley, Nottingham. 
SMART, Bernard Morris, with H. W. 
Pratt, Pollard & Co., Wellingborough. 
SMITH, Cecil Ronald Davey, with 
Whinney, Smith & Whinney, London. 
SMITH, John, with Spicer & Pegler, 
London. SMITH, Sydney, with J. Murphy 
& Co., Stockport. SOAN, Humphrey, with 
Clench, Hewitt & Co., London. SPRAY, 
Douglas Henry Dudley, with E. G. Bourne 
& Son, London. STEAD, Ralph Edmund, 
Audit Department, Co-operative Whole- 
sale Society, Limited, London. STORY, 
John Bateman (Dunstan, Adams & May), 
Nairobi. TAYLOR, George Albert, for- 
merly with W. B. Keen & Co., London. 
TAYLOR, Norman Dennis, with Kirkman, 
Manning & Kay, Sheffield. "THOMAS, 
Henry Wilson, with A. Owen John & Co., 
Swansea. THOMAS, John Jervis, with 
G. B. Williams, Ross, & Davies, Pontypridd. 
THORNE, John Edward, with Arthur 
Daniels & Co., Southsea. THRIFT, Cecil 
John, with Hobbs, Peskett & Co., London. 
TURNER, Roland McIntyre, with James 
Hope, Sons & Co., Bury. VAUX, Geoffrey 
Murgatroyd, with Williamson, Butterfield 
& Roberts, Bradford. VAYRO, Ronald, 
with Robinson, Coulson, Kirkby & Co., 
Scarborough. WALES, Kenneth Davison, 
with R. L. Wyllie & Co., Whitehaven. 
WARD, Frank, with Victor Walton & Co., 
Leeds. WATSON, Arthur Schofield 
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es. with Fred Thornley, Ashton- 
_ \VENSLEY, Ronald William, 
woo | Banner, Lewis & Mounsey, 

WHITTINGTON, Sydney 

Wykes & Co., Leicester. 
M, Kobert Leslie, formerly with 
siodgson, Hevris & Co., Hull. WOOD, 
Roland Frede” ick, with F. W. Clarke & Co., 
WOOLGER, Leonard Percy, 
Wild & Co., London. 
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- ACCOUNTANTS & 

igh NATIONALISATION 

a 

gh MP Tus ANNUAL DINNER OF THE INCORPORATED 
Y- Accountants’ District Society of Sheffield 
& was held at the Royal Victoria Hotel, 
a0 WF odfield, on February 18. Mr. C. S. 
Dn Garraway, F.S.A.A., President of the District 
" Society, occupied the chair, and the com- 
& [i pany included the Lord Mayor of Sheffield 
st Alderman W. E. Yorke, J.P.) ; the Master 
te HB Cutler (Lieut.-Col. J. P. Hunt, t.p.) ; 
ze Mr. John B. Hynd, m.p.; Sir Frederick 


Alban, C.B.E., J.P., F.S.A.A. (President of 
the Society of Incorporated Accountants), 
and Mr. A. A. Garrett, Secretary ; Dr. 
A. W. Chapman, Registrar of Sheffield 
University ; Sir Harold West (President 
of the Sheffield Chamber of Commegce) ; 
His Honour Judge Essennigh ; Alderman 
H. W. Jackson ; Mr. G. Moulson (Presi- 
dent of the Sheffield and District Society of 
Chartered Accountants) ; Mr. S. Aughton 
President of the Sheffield and District 
Society of Certified and Corporate 
Accountants) ; and representatives of other 
professional bodies. 

Mr. John RB. Hynd, m.p. for the Atter- 
cliffe Division of Sheffield, proposing the 
toast of “The City and Trades of 
Sheffield,” said he had little sympathy with 
the uneasiness felt by some manufacturers 
about the revival of German competition 
in the export markets. He was confident 
that with the advantages of four years’ 
start, of Board of Trade inquiries into secret 
German processes, and of the abolition of 
German patent and trade mark rights, 
British trade was capable of facing any fair 
competition that might arise. 

The Lord Mayor of Sheffield (Alderman 
W. E. York, j.p.), replying, said he thought 
Sheffield’s importance to the country in 
times of danger had never been fully appre- 
ciated on a national level. The city pro- 
vided the skill, quality, and rapid pro- 
duction required by the Government 


during the war, but when peace was 
declared employment and _ production 
figures showed many “ humps and hollows.” 
The city needed a more stable assurance 
from the Government of the day that what- 
ever sacrifice they made when the country 
was in danger should be compensated for, 
in order that those humps and _ hollows 
could be ironed out. 

The Master Cutler of Sheffield (Lieut.- 
Colonel J. P. Hunt, T.p.) proposed the toast 
of “‘ The Society of Incorporated Account- 
ants.” He said that probably nine out of 
ten business men owed their success to 
having been guided by their accountants. 
To-day, accountants were more and more 
engaged in the service of the great 
socialised industries, and they might even 
now be giving the men in charge of those 
undertakings the benefit of that sound 
advice which had been such a great help to 
private enterprise for many years. 

Sir Frederick J. Alban, c.B.£., Jj.P., 
F.S.A.A., President of the Society of Incor- 
porated Accountants, in reply, said that 
nationalisation would mean in the long run 
that a certain proportion of the work at 
present done by practising accountants 
would be lost to them and would become 
the work of large internal audit staffs con- 
trolled by the nationalised industries. The 
profession in training its members must 
have regard to this fact. 

The Society was endeavouring in its 
examinations and in its training to enable 
the accountant to play his proper part in 
management. With a nationalised industry 
the test of profit—an acid test in the 
ordinary business—ceased to be applicable, 
and other tests must be applied. The 
accountancy profession should see that the 
accounts and statistics for which it was 
responsible enabled weaknesses to be 
quickly located. It was the endeavour of 
Incorporated Accountants all over the 
world to continue to be known as men of 
integrity and reliability, to be worthy of the 
great trust placed in them by the business 
community, and to live up to standards 
which would meet with the stern require- 
ments of modern civilisation. 

During his recent visit to the United 
States and Canada, Sir Frederick said, he 
had become involved in many discussions 
on the effect of rising prices on replacement 
costs. He found that among many econo- 
mists and a fair number of accountants in 
America, the view was taken that the rising 
level of prices had made existing account- 
ancy procedures invalid, and there was a 
strong body of opinion which favoured the 
provision of depreciation on replacement 
costs. Accountants in this country were at 
present mclined to the view that accounts 
must essentially reflect historical costs, 
although they did not shut their eyes to the 
fact that those costs were very much out of 


date, and must be supplemented by further 
information. 

Various suggestions had been made, par- 
ticularly that the special tax on industry— 
the profits tax—should be abolished. He 
felt sure that all these proposals would 
receive the very careful consideration of the 
Chancellor of the Exchequer in his next 
Budget. Industry was continuous and the 
provision made in accounts should enable 
businesses to be maintained. 

The toast of “The Guests” was pro- 
posed by Mr. A. F. J. Girling, F.s.a.a., past 
President of the District Society. 

Dr. A. W. Chapman, Registrar, Sheffield 
University, in his response mentioned that 
some three years ago the University 
instituted a degree course specially adapted 
to the needs of accountants. That course 
had progressed so well that at the beginning 
of this year it had been necessary to set up 
a Department of accountancy with a full- 
time head. 

A toast to the Chairman was proposed by 
Mr. J. W. Richardson, Honorary Secretary 
of the District Society. 


THE REVENUE AND 
TAXPAYERS 


AT A LUNCHEON OF THE INCORPORATED 
Accountants’ London and District Society 
held on March 1 (Mr. T. H. Nicholson, 
F.C.A., F.S.A.A., in the chair), Mr. H. A. R. J. 
Wilson, F.C.A., F.S.A.A., Was the guest 
speaker. 

Mr. Wilson said that he was recently 
addressing one of the District Societies of 
Incorporated Accountants. He had been 
talking about the Finance Act, 1948. At 
question time one of his audience said : 
“* The authorities are charging interest from 
January 1, 1949, on the Special Con- 
tribution, whether it has been assessed or 
not. Do you think that is British ?’’ The 
answer given was “‘ No.” Then the ques- 
tioner asked : “‘ Don’t you think somebody 
ought to do something about it, and stop 
the Government passing measures like 
this?”’ Mr. Wilson said he was feeling 
tired by then, so he answered rather 
directly: ‘‘ Let us take that question 
logically. What on earth have you done 
about stopping the Government doing 
anything?” The questioner was rather 
flabbergasted. 

That was a theme that needed developing. 
So many of them were prone to complain : 
** This ought not to be allowed.” But what 
did they do about it? What did the pro- 
fession do about it ? Nobody in the country 
had a bigger interest in these taxation Acts 
than the accountancy profession, but what 
did they do about them? He guaranteed 
he was about the only man in the room 
who did anything about them, and he got 
no support at all ! 
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After giving several other examples of 
attempts he had made to organise protests 
against what he conceived to be wrong 
taxation principles or practice Mr. Wilson 
referred to directors’ remuneration under 
the Excess Profits Tax and the National 
Defence Contribution. He and many other 
accountants and taxpayers took the view 
that ‘“director’s remuneration” meant 
remuneration paid to a director in his 
capacity as a director, and that if a director 
were appointed to another office, such as 
that of secretary, the remuneration paid to 
him in that capacity was not “ director’s 
remuneration.” The Revenue took the 
opposite view, and the argument con- 
tinued for nearly ten years. Various 
appeals were taken, but in most of them the 
taxpayer lost, until the Richardson Com- 
pany took the matter to the House of Lords 
and won. The Inland Revenue promptly 
inserted in the Finance Act, 1947, a 
definition of “ director’s remuneration ” 
which meant that every penny paid to a 
director, no matter in respect of what 
office, was included. That definition was 
made retroactive. But there was a saving 
to those people who had won their appeals 
up to January 21, 1947, the date when the 
case went to the House of Lords. If every- 
body had joined together they would all 
have been in the same position as the 
Richardson Company and for E.P.T. or 

N.D.C. purposes would have made their 

point on directors’ remuneration, although 

not for purposes of Profits Tax. 

In this respect many accountants showed 
the same attitude as they showed in not 
taking their clients with them to see the 
Inspector of Taxes. Mr. Wilson said that 
when he had a difficult point with the 
Inspector of Taxes on expenses—and they 
would be having many such difficulties in 
the future—he told his client: “‘ I am an 
accountant, but you are a salesman, and 
if you cannot ‘ sell’ your own expenses to 
the Inspector of Taxes, then how good a 
salesman are you?” 

Nor must an accountant be unwilling to 
go to another accountant for a second 
opinion. Nothing would be lost by it. If 
they once got the idea of getting together 
like that they could do much good for their 
clients—and for themselves ! 

Mr. G. S. Nelson briefly proposed a vote 
of thanks to Mr. Wilson, who was the first 
Incorporated Accountant to speak to them 
at one of their monthly luncheons. Mr. 
Wilson had thrown out to them a challenge 
to do something, and it was up to them to 
see that the challenge was accepted. 


Reports will appear in our next issue of the 
dinners held by the South of England District 
Society at Bournemouth on March 4, by the Hull 
District Society on March 11, and by the 
Bradford District Society on March 25. 
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SCOTTISH BRANCH 


A MEETING OF THE COUNCIL OF THE SCOTTISH 
Institute of Accountants, the Scottish 
Branch of the Society, was held in Edin- 
burgh on February 10. Mr. D. R. Matheson, 
LL.B., presided. Reports were received 
from the secretary, Mr. James Paterson, on 
examination and membership matters ; from 
the representatives of the Scottish Branch on 
the London Council, and from Mr. J. 
Hawthorne Paterson, hon. secretary of the 
Glasgow Students’ Society. 


LUNCHEON IN EDINBURGH 


A luncheon attended by the Scottish Council 
and members of the Society in Edinburgh 
and District was held in the Royal British 
Hotel, Edinburgh, on February 10. Mr. 
D. R. Matheson, M.A., LL.B., who presided, 
said that a telegram had been received con- 
veying greetings from the president, Sir 
Frederick Alban, c.B.£. Mr. Matheson then 
introduced Mr. C. Percy Barrowcliff, of 
Middlesbrough, a gold medallist and a 
member of the London Council. 


Mr. Barrowcliff said that he was pleased 
and honoured with the invitation to visit 
Edinburgh. The Scottish Branch was now 
approaching its fiftieth year, and as The 
Scottish Institute of Accountants was 
established years before the parent society. 
After reference to the long service of the 
secretary of the Scottish Branch and to the 
time spent by the representatives on the 
work of the London Council, Mr. Barrow- 
cliff said the branches and district societies 
could assist in the work of the Society by 
arranging lectures and public functions, and 
by co-operation with the activities of the 
Council, particularly with regard to the 
training of candidates for the examinations. 

The short Courses which had been 
arranged were giving very satisfactory 
results. . ACCOUNTANCY was progressing 
steadily. Mr. Barrowcliff also outlined the 
work of the Research Committee, whose 
new magazine Accounting Research was a 
work of very high standard. He appealed 
for additional support to the Benevolent 
Fund. 

After a happy speech by Sheriff-Principal 
Charles Milne, k.c., Mr. Matheson moved 
a vote of thanks to Mr. Barrowcliff, which 
was cordially given and suitably acknow- 
ledged. The meeting closed with a vote of 
thanks to Mr. Matheson for presiding. 


REMOVAL 


Mr. John S. W. Bernard, Incorporated 
Accountant, has removed his office to 12, 
Eaton Crescent, Bristol, 8. Telephone : 
Bristol 38872. 


Messrs. Lithgow, Nelson & 
porated Accountants, of 3), 
Street, London, E.C.2, and |! 
Southport, announce that Mr. 
Benjamin Greet, A.S.A.A., wio hag fp 
with the firm since 1941, has been admits 
to partnership. 


Mr. Richard R. Davies, ‘ ncorporat. 
Accountant, Cardiff, has been 
Honorary Treasurer of the Glamonrgy 
County Cricket Club, which won 
County Championship in i948 
Richard Davies is now the Vice-Presidel 
of the South Wales and Monmouthghgl 
District Society of Incorporated Acepugy 
ants. 

Mr. C. W. George, A.s.A.A., announgd 
that he is taking his managing clerk, My 
A. L. Richardson, A.s.A.A., into partnershig 
The practice will be continued from 4 
Priory Street, Dudley, under the style 
C. W. George & Co., Incorporated 
Accountants. 

Messrs. Charles L. Townend & 0, 
Incorporated Accountants, Halifax, hay 
taken into partnership Mr. Harry Bow 
field, A.s.A.A., who has been associated with 
them as manager for many years. 


Mr. Joseph W. Shepherd, Incorporated 
Accountant, Manchester, has admitted t 
partnership Mr. S. Percy Heath, asaa, 
who has been with him for many yearn 
and Mr. John H. Wilkinson, a.c.a. They 
are now practising as Joseph W. Shepherd 
& Co. 

Mr. John Eyles (Associate), Deputy Gity 
Treasurer, Winchester, has been appointed 
Deputy Treasurer to the County Borough 
of Preston. 

Messrs. J. & W. Sully & Co., Chartered 
Accountants, Weston-super-Mare, have 
admitted into partnership Mr. W. M. EL 
Nash, A.c.A., A.S.A.A., who has been 
associated with the firm for over twenty 
years. 


OBITUARY 


Maurice THompson. We regret to recom 
the death of Mr. Maurice Thompsoi, 
F.S.A.A., as a result of a motoring accident 
in France on February 27. Mr. Thompson 
was 64 years of age, and had been ii 
practice in London for forty years. He 
became a member of the Society of Incor 
porated Accountants in 1920, and wa 
advanced to Fellowship in 1928. He wa 
founder and senior partner of Mess 
Maurice Thompson & Co., Victoria House, 
Southampton Row, W.C.1, whose practite 
is now being continued by the three remailf 
ing partners. During the 1914-18 war Mf 
Thompson served in the Royal Flying 
Corps. 
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